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Bethlehem 
Steel to axe 
6,500 jobs in 
restructuring 

BETHLEHEM STEEL, second 
largest OS steel producer, is 
shedding 6,500 jobs - aimra* 
a quarter of its workforce - 
as part of a big restructuring 
excerdse aimed at ste mming 
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SAUDI ARABIA 

Kingdom resting 
on its assets 


It will also sell or close sev¬ 
eral businesses and pass its 
quarterly dividend. The moves 
mean &$S75m charge against 
fourth-quarter earnings produ¬ 
cing a net loss of SS38 dl 
P age 15 

PERRIER, French mineral 
water company, hit back 
against the FFrl3.42bn ($2£bn) 
hostile bid from Nestle and 
Banque Indosnez. Page 15 

LLOYD’S: By the time 1991 
figures come out in 1994, losses 
at the London insurance mar¬ 
ket could total the equivalent 
of the entire membership's 
accumulated deposits, warns 
Chatset, a company which 
analyses syndicates' perfor¬ 
mance. Page 9 

ANZ, Australia and New Zea¬ 
land Ranking Group, is topping 
up its equity base with a one- 
for-five rights issue aimed at 
raising almost A$780m 
(US$S86m). Page 18 

MOTOROLA, biggest US chip- 
maker, has struck a semicon¬ 
ductor technology deal with 
Unisys, which will become the 
biggest compute-maker to 
rely entirely on outside sources 
for its microchips. Page 17 

WESTINGHOUSE Electric, 

US conglomerate hit by bad 
real estate loans , is virtually 
halving its dividend to 18 cents 
and issuing g500m (rf new 
stock. Pace 17 

PHILIP MORRIS, US food, 
drink and tobacco group, 
improved underlying profits 
by 21.2 per cent to Slishn in 
1991, bid big charges contrib¬ 
uted to net income 15J per 
cent lowo- at 93bn. Page 17 

WJL SMITH, UK book and 
music retailer, bucked the 
recessionary trend by raising 
pre-tax profits by 44 per cent 
to £50.1m (990.7m) in the half- 
year to November 30. Page 16; 
Lex, Page 14 

INTERNATIONAL Monetary 
Fund is poised to approave 
a 92bn stand-by loan fra: Brazil 
This should pave the way for 
deals with Brazil's creditors. 
Page7 

BCGL Hopes that a local Hong 
Kong bank might buy the local 
subsidiary of Bank of Credit 
and Commerce International 
lessened on news that BCGTs 
Abu Dhabi owners have not 
yet provided a guarantee prom¬ 
ised last November. Page 4 

UK BUDGET: UK chancellor 
Norman Lam out is expected 
to cut taxes by a modest Slbn- 
£2bn (9L8bn-93.6bn) net in his 
March 10 budget, according 
to the independent Institute 
for Fiscal Studies and Goldman 
Sachs International. London 
arm of the US securities bouse. 
Page 8 

UK GAS IMPORTS: British 
government is lifting its long¬ 
standing ban on gas imports. 
Clearance for two import deals 
could be announced in parlia¬ 
ment as early as today. 

Page 14 

JAPAN’S Ministry of Interna¬ 
tional Trade and Industry is 
set to back an oil and gas proj¬ 
ect on Russia’s Sakhalin 
island. The project could cost 
up to 910bo Page 4 

DU FONT, biggest US chemical 
group, made a 9240m fourth- 
quarter loss last year after 
some $469J»m of special 
charges. In 1990, Du Pont made 
a 9468m fourth-quarter net 
profit Page 15 

GARDINER, UK security prod¬ 
ucts distributor, announced 
the departure of its finace 
director and taxable profits 
for lower than expected at £6m 
(9105m). Page 21 

AT.TJgn TEXTILE of the UK 
reported pre-tax profits slightly 
down from £13-7m ($24 An) to 
£l&2m.Page20 
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US budget offers tax incentives and forecasts spring recovery 

Bush seeks 
to boost 
economic 
growth 

By Michael Prowse and Lionel Barber in Washington 


PRESIDENT George Bush 
yesterday offered a modest fis¬ 
cal stimulus to the stagnant 
US economy and held out the 
prospect of an economic recov¬ 
ery by spring. 

In his 91.520bn fiscal 1993 
budget, Mr Bush proposed a 
welter of tax incentives and 
challenged the Democrat 
majority in Congress to pass 
the measures within 60 days. 

The White House strategy 
relies heavily on a turnrotmd 
in consumer confidence over 
the next few months before the 
presidential election in Novem¬ 
ber, with the option of laying 
the blame on Congress if 
growth foils to resume. 

The administr a t i on projected 
an increase in this year’s fed¬ 
eral deficit to a record $400bn. 
This is the result of the reces¬ 
sion and changes in tax with¬ 
holding rules, which will Ixyect 
an estimated $25bn of purchas¬ 
ing power into the economy 
thin year. 

According to the budget sub¬ 
mitted to Congress yesterday, 
the administration expects 
growth to resume In the spring 
and accelerate through the 
year. Gross domestic product is 
expected to rise by 2 2 per cent 
between the fourth quarters of 
last year and this, rising to 
about 3 per cent in subsequent 
years. 

Figures from the Commerce 
Department yesterday, how¬ 
ever, showed that the economy 
was stagnant in the fourth 
quarter, with GDP growing at 
an annnal rate cf a meagre 05 
per cent, despite a surge in 
bousing and exports. 

Mr Alan Greenspan, chair¬ 
man of the Federal Reserve, 
told Congress yesterday that 
he saw “very subtle signs" of 
improvement and urged law¬ 
makers not to cut taxes. 

Mr Bush’s growth package 
includes a temporary tax 
allowance worth S8bn this year 
to boost investment, and a cut 
in the maximum capital gains 
tax to 1555 per cent, as well as 
a 95.000 tax credit for first-time 
home-buyers. From October, 
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■ Commander lacking fire¬ 
power against recession 

■ Approach signals break 
with Republican past 

■ Push to stimulate 
short-term growth 

Editorial Comment 

Bush sits it out.Page 12 


the budget proposes an 
increase in personal tax 
exemption of 9500 a child. The 
change would save the typical 
tWO-child family $3750 in tavpg 
this year, and 9150 when fuDy 
Im plpmpnted in 1993. 

The order to lower individ¬ 
ual tax withholding rates this 
year does not require Congres¬ 
sional approval It provides 
only a temporary stimulus 
since the relief wonld be 
clawed back next year. 

Mr Bush's plana for 950bn 
cuts in defence spending go 
beyond reductions already 
planned over the next five 
years, and involve cuts in 
weapons systems such as the 
B-2 bomber and Seawolf sub¬ 
marine. 

Mr Richard Darman. budget 
director, forecast that the defi¬ 
cit would not foil significantly 
below S200bn over the next five 
years. The main reason was 
uncontrolled growth of manda¬ 
tory federal entitlement pro¬ 
grammes such as pensions and 
health care for the elderly. 

He proposed a new cap on 
entitlement spending similar to 
the controls on discretionary 
spending introduced in 1990 
under the budget enforcement 
act readied with Congress. 

Mr Bush's budget sticks to 
the provisions of the act which 
imposes separate caps on 
defence and domestic pro¬ 
grammes, but the president 
signalled that he would be 
ready to use defence savings to 
finance social programmes, 
especially the child tax credit 




Baris Yeltsin, who said he was prepared to match proposed US arms redactions o utline d 
in George Bush’s State of the union addraag , meets James Baker at the Kremlin. 

Yeltsin ready to match 
US nuclear arms cuts 


By Lionel Barber in Washington and Layla Boulton in Moscow 


PROSPECTS for early 
agreement between the US and 
Russia Oh 'eliminating 
long-xange, multi-warhead mis¬ 
siles rose yesterday when a 
wide-ranging proposal for 
nuclear arms cuts was 
unveiled by president Boris 
Yeltsin. 

Mr Yeltsin's offer came in 
response to proposals by presi¬ 
dent George Bush in his State 
of the Union address to Con¬ 
gress on Tuesday, which 
offered substantial reductions 
in US air, sea and land-based 
nuclear forces. 

The two leaders are sched¬ 
uled to hold talks on Saturday 
at Camp David, and senior US 


■ Editorial Comment:, 
Deterrence in 
Europe_Page 12 

officials expressed confidence 
that an agreement could be 
reached covering multi-war¬ 
head missiles, the mo6t danger¬ 
ous. first-strike weapons. 

The Russian leader called for 
an international agency to 
oversee disarmament and said 
he would bring to Washington 
proposals for eliminating thou¬ 
sands of warheads from 
long-range rockets. 

“Proposals have been pre¬ 
pared for deep cuts in strategic 


offensive weapons... up to 
2JXK) to 2500 warhead? or. each 
side,” be said, without specify¬ 
ing which rocket6 could be 
eliminated. 

Mr Bush said in his address 
to Congress that if Russia and 
the other nuclear-armed for¬ 
mer Soviet republics scrapped 
all land-based multi-warhead 
ballistic missiles, the US was 
read; to reciprocate by elimi¬ 
nating the MX Peacekeeper 
missile, cutting the number of 
warheads on Minuteman mis¬ 
siles to one. and reducing by a 
third the number of warheads 
on submarine-based missiles. 

The proposed cut in the 
Continued on Page 14 
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Russians 
urge other 
republics 
to join 
trade zone 

By Leyla Boulton 
in Moscow 

RUSSIA yesterday issued an 
ultimatum to other former 
Soviet republics either to join a 
trade, banking and currency 
union or face a dangerous 
regime of trade restrictions 
and higher prices. 

Mr Vladimir Mashits, the 
newly appointed minister for 
relations with other republics, 
said Russia had already agreed 
with Kazakhstan and Belarus 
to set up a single economic 
space and rouble zone. Kirghi¬ 
zia would be next on the list. 

“With whom else will we 
sign such an agreement? We’ll 
see. We are ready to have one 
close group of friends and 
another not so dose.” 

He said a preferential regime 
would be open to all republics 
which: 

• Dropped plans to issue their 
own currencies or surrogate 
money such as the coupons 
already produced by Ukraine; 

• Agreed on a system of con¬ 
sultation among their central 
banks; 

• Resisted re-exporting rlieap 
Russian energy for hard cur¬ 
rency. 

The thinly veiled threat of 
economic warfare if they did 
not comply reflects in part 
Russia's desperate need for a 
clearly defined currency and 
banking zone so that it can 
take measures to strengthen 
the rouble. 

Mr Mashits used the particu¬ 
larly tense relationship with 
Ukraine to illustrate the dan¬ 
gers of a trade war. He said if 
Ukraine insisted on charg ing a 
new high price for its coal of 
Rbsl.600 a tonne (as opposed to 
Rbs200). “you can imagine 
what our retaliatory price will 
be for oil”. 

“We will fly into hyperinfla¬ 
tion for that reason alone.” 

Alternatively, Russia could 
withhold sales of oil to Ukraine 
- but “that would ruin its 
economy and we will stop get¬ 
ting metal, coal, and chemical 
products". 

He said his new ministry 
(employing 700 people, many of 
them former union experts) 
would deal with a host of prac¬ 
tical problems resulting from 
the union's collapse. These 
included dividing up Baltic Sea 
fishing waters which had been 
open to all former Soviet citi¬ 
zens. 

The tough stance also 
Continued on Page 14 
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Maxwell used MCC funds 
to win favour with French 


One of the great designs of this century 
And probably the next. 


By Bronwen Maddox in London and William Dawkins in Paris 


MR Robert Maxwell used 
money from his main public 
company Maxwell Communica¬ 
tion Corporation three years 
ago to support his political and 
commercial ambitions in 
France, according to MCC's 
auditors. 

The new twist marks the 
first time Mr Maxwell's vigor¬ 
ous attempts to win influence 
with the French government in 
the late 1980s have been linked 
to MCC and to secretive Liech¬ 
tenstein trusts. 

It emerged yesterday that 
MCC had invested heavily in 
1988 in La Defense, the presti¬ 
gious business development 
west of Paris. MCC's initial 
investment of £5m-£10m t$9m- 
$l8m) was made through a 
joint venture called Saga in 
which MCC held 62 per cent 
and Caisse des Ddpdts, the 
French state financial institu¬ 
tion. the balance. 

Saga agreed to invest in the 
Grande Arche, a white marble 
cube which is the focal point of 
the district. Although presi¬ 
dent Frangois Mitterrand 
endorsed the building as the 


Lombard-Page 13 

MCC made big French 

investment-Page 15 

Ass brays over silence 
of the lamb_Page 21 

symbol of the 1989 bicentenary, 
the Arche initially proved diffi¬ 
cult to let 

There is no suggestion that 
the pursuit of humfreds of mil¬ 
lions Of pounds Trussing from 
the Maxwell empire is con¬ 
nected with the recent finan¬ 
cial investigation into some 
backers of La Defense. 

Mr Christian Pellerin, a 
property developer who man¬ 
aged the construction of much 
of the area around the arch, 
was charged two weeks ago 
with aiding and abetting finan¬ 
cial irregularities. But he yes¬ 
terday denied the charges and 
said be had applied to have 
them annulled 

It has emerged that MCC 
sold its Saga holding to Hesto 
Stiftung, a Liechtenstein foun¬ 
dation. MCC board directors 


and lawyers, as well as founda¬ 
tion managers, gave written 
assurances to Coopers & 
Ly brand Deloitte that Hesto 
was independent cf Mr Max¬ 
well, Coopers said yesterday. 

The transactions - gam in 
1990 and £23m in 1991 - were 
booked as profit by MCC, but 
payment of the cash was 
deferred for several years. 

According to Coopers, Hesto 
is included within MCC’s debt¬ 
ors in the audited accounts for 
those periods. All but £lm-£3m 
of the £45m had been repaid by 
June 1991. However, MCC is 
still owed £25m-£30m by Cony 
Stiftung, a second Liechten¬ 
stein foundation used for many 
MCC overseas transactions. 

In a second group of deals, 
MCC sold portfolio investments 
to two trusts in the British Vir¬ 
gin islands called Ban try Bay 
and Caparra. Investments 
including a package of stakes 
in Portuguese companies, are 
believed to have cost around 
£l0m in 1987, but to have been 
worth less by the time they 
were sold to tbe overseas 
trusts. 
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India’s industrialists brace 
for shock of competition 

Narashima Rao, 


World Tr«d*, 


ta-uH . 

bid. Capita) Markets 
Letter* .. 


India’s prime minister, 
has presided over the 
most radical pro¬ 
gramme of economic 
liberalisation in the 
country’s recent his¬ 
tory. Its industrialists 
may now be In for a 
shock. 
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EUROPEAN NEWS 


Irish budget ushers in 
sweeping tax changes 


By Tim Coone in Dublin 

THE IRISH budget was 
presented yesterday as Mr 
Charles Haughey, still under 
opposition pressure over his 
alleged role in a phone-tapping 
scandal, spent what many 
expect to his last fall day as 
prime minister. 

Mr Haughey. fending off 
renewed questioning in the 
Dail (parliament), said only 
that he expected the Progres¬ 
sive Democrats, the minority 
partners in his coalition gov¬ 
ernment, to support the budget 
when it went to a vote Late last 
night. 

The Progressive Democrats 
issued with an ultimatum 
last week, calling on him 
either to resign after the bud¬ 
get or lose their support 

The budget was presented by 
Mr Bertie Ahem, the finance 
minister, whose next 
announcement is widely expec¬ 
ted to be whether he intends to 
enter the leadership race. 

Mr Ahem introduced sweep¬ 
ing tax reforms in the budget 
involving a significant shift 
from direct to indirect taxes, 
the elimina tion of a wide range 

CSCE to 
gain up to 
ten new 
members 

By Robert Mauthner, 

Diplomatic Editor 

THE Conference on Security 
and Co-operation in Europe is 
expected to expand its mem¬ 
bership si gnifican tly following 
the break-up of the Soviet 
Union. 

However, the admission of 
Croatia and Slovenia has been 
blocked by the Yugoslav fed¬ 
eral government under the 
CSCE’s unanimity rale. Then- 
entry should have been a for¬ 
mality following their recogni¬ 
tion by the European Commu¬ 
nity. For the moment, the two 
states will be given observer 
status, with the possibility 
of becoming full members 
later. 

The foreign ministers of the 
security forum - which 
groups 36 European states and 
the US and Canada - are 
meeting in Prague today and 
tomorrow. They are due to 
approve the entry of up to 10 
members from the Common¬ 
wealth of Independent States 
(CIS). 

Russia has already taken 
over the Soviet Union's seat 
and the three Baltic states 
have been admitted. In addi¬ 
tion to Ukraine and Belarus, 
the new members are expected 
to include several former 
Soviet republics in central 
Asia. Kazakhstan, where sub¬ 
stantial numbers of nuclear 
weapons formerly controlled 
by the central government in 
Moscow are stationed, had not 
applied for membership at the 
beginning of the week, but was 
expected to do so 
before the Prague meeting 
started. 

Officials from the other 
member states were particu¬ 
larly keen to bring Kazakhstan 
under the CSCE umbrella, 
eves though it has said it 
wants to become a non-nuclear 
state. Within the organisation, 
it would be subject to all the 
CSCE’s arms control and 
conflict prevention commit¬ 
ments. 

Some member states, how¬ 
ever, have reservations about 
letting in some former Soviet 
republics because they do not 
yet meet the CSCE's human 
rights and military confidence- 
building criteria. Georgia, in 
the grip of a civil conflict and 
not in the CIS, and Armenia 
and Azerbaijan, which are 
fighting over the 
Nagorno-Karabakh enclave, 
fell into this category. 

The expansion of the organi¬ 
sation to 48 members has 
underlined the constraints 
placed on It by the consensus 
principle which governs all its 


With the CSCE’s impotence 
in the Yugoslav civil war in 
min d, the ministers are expec¬ 
ted to discuss how the unanim¬ 
ity rule could be amended to 
give the organisation a more 
constructive role in preventing 
conflicts and ensuring the 
security needs of its members. 

They will also discuss ways 
of strengthening the Vienna- 
based Conflict Prevention Cen¬ 
tro, set up at the end of 1990, 
but which has not yet managed 
to play a significant role. 

It is symptomatic of the 
CSCE’s disappointing record so 
far that the new eastern Euro¬ 
pean democracies such as 
Poland, Hungary and Czecho¬ 
slovakia have shown more 
interest in forging closer ties 
with their former western 
adversaries within the new 
Nato Co-operation Council 
than in the further develop¬ 
ment of the CSCE. Though 
Nato has not offered them full 
membership, let alone mutual 
security guarantees, it appears 
to be seen as a more effective 
guarantor of European peace 
than the CSCE. 



of tax reliefs and loopholes, 
and the simplification of the 
overall tax Structure- 

Calling it a "pro-jobs tax 
reform." he announced a 
reduction in the basic rate of 
income tax from 29p to 27p in 
the punt, and the elimination 
of the upper 52 per cent rate, 
leaving only a single higher 
rate of 48 per cent. Thresholds 
are also to be raised, which 
will amount altogether to some 
TcifiRm (£iS6m) in income tax 
relief. 

To balance this, revenue Is 
to be increased by, among 
other measures, raising the 
lower 1IL5 per cent VAT rate to 
16 per cent on a wide range of 
goods and services, and 
increasing excise duties on cig¬ 
arettes by 16p a packet. The 
upper VAT rate of 21 per cent 
will remain unchanged. 

Overall, government current 
spending will rise by 6 per cent 
this year, necessitating an 
exchequer borrowing require¬ 
ment (EBR) of 2.4 per cent of 
gross national product, or 
I£592m, compared to I£S01m in 
199L The rise Is within the 25 


per cent of GNP target set by 
Mr Ahern last year and is 
likely to be well received by 
the financ ial and business com¬ 
munity. Tax revenue will also 
rise by 6 per cent under the 
new reforms. 

The EBR target slipped last 
year from 19 per cent of GNP 
as the recession cut tax and 
excise revenues and increased 
social welfare spending. Mr 
Ahem now hopes to achieve a 
target of L5 per cent next year. 

The public sector pay bill 
will increase by 9 per cent this 
year t hinks to awards agreed 
with civil service unions under 
the 1990 programme of eco¬ 
nomic and social progress, 
although earlier this month Mr 
Ahem successfully negotiated 
the deferral of I£100m of the 
awards until 1993 and 1994. 

The motor industry has been 
given special attention in the 
budget with a 1.7 per cent 
reduction in car excise duties 
and a 9p per gallon reduction 
in petro taxes. Vehicle road 
taxes, however, are to be 
increased by 20 per cent 




Berlin warned 
about city’s 


TTi 


f V! 



Finance minister Bertie Ahem brandishes his budget case on his way to the DaQ yesterday 


By LmUo Gotttt ht BorKn . 

BERLIN, financially strapped 
by unification, faced a cumnlft-' 
tive debt of up to DM45bn 
(£l5.6bn) by 1995, Mr Elmar 
Pieroth, the city‘» finance 
chief, has warned in a delayed 
five year budget plan. The 
city's cumulative debt was 
only DMlSbn in 1990. 

Berlin's federal subsidies, 
covering nearly half tbe dry's 
budget in past years, are being 
reduced sharply as axe special 
investment incentives and the 
German Unity Fund. At the 
same time Bolin is spending 
heavily cm Infrastntcture pro¬ 
jects in the east of the city. 

Mr Pieroth said the city’s “new 
identity* - Berlin is to become 
the functioning capital of Ger¬ 
many by the end of the decade 
- nreant a fight for addi¬ 
tional funds from Bonn. 

The city’s budget deficits are 
e x pected to rise from DM&Sbn 
next year to DM99bu in 1964 
and DM12.6bn in 1995. 
although new indebtedness is 
to be reduced from DM&8bn in 


2982-tOr DMffibn in 199& Safet 
dies from Bonn; which; wffi 
total'DMl&Sba this year mu- 
pared with DMUAm ta Ito 
are to be slashsd to DMftftg 
1995k m present plans. Ttotgy 
had planned to cut ,10.906 
municipal jobs this ywr-fixsa 

the bloated number inherited 
from east andwestBetIfn. - 
Berlin^ Chamber of Industry 
and Commerce expressed 
doubts (hat as many jobs eg 
this would be saved,-: noting 
that Berlin's level of pubtlc-eec- 
tor employment was AT higher 
■ than foe other city-states of 
Hamburg and B remen . 

- city tax revenues are fore¬ 
cast to rise from DMiibn this 
year to DMl7ba in 1996. OWs 
means Berlin would finance 38 
per cehttf its spending firafo 
taxes compared with .27 per 
.cent at present West German 
cities .finance more than 60 per 
cent of spending from taxes. 
Many companies In the city, 
howevcr. pian to move tosur* 
rounding Brandenburg state. 


Kiev says it will pay its share of Soviet foreign dues independently I Engineering Novel German plan 

Ukraine rejects joint line on debt employers to finance roads 

J «P foIrA horn 


By Ctirystia Freeland in Kiev 

UKRAINE said yesterday it 
will pay its foreign debt inde¬ 
pendently and appp.wU»ri to the 
international financial commu¬ 
nity to help make the appropri¬ 
ate arran g e men ts 

The statement is likely to 
increase western unease about 
the division of the former 
Soviet debt. Last week, Ger¬ 
man nffiriala thraatonpd that 
republics which refused to 
accept "joint and several” 
responsibility for the debt 
should be excluded from inter¬ 
national financial organisa¬ 
tions such as the IMF. 

But yesterday the prime 


minister, Mr Vitold Fokin, 
insisted that Ukraine would 
pay its 16.37 per cent share of 
the Soviet debt independently. 

He accused Russia of violat¬ 
ing inter-republican agree¬ 
ments on the division of Soviet 
foreign debt Mr Fokin also 
insisted that the Ukrainian 
National Bank and the Export- 
Import Bank of Ukraine, which 
was established to replace Vne¬ 
sheconombank in Ukraine this 
month, be allowed to partici¬ 
pate directly in international 
financial institutions and serve 
as Ukraine’s sole international 
financial representatives. 


Mr Fokin appealed to the 
west for assistance in securing 
16.37 per cent of the assets of 
the former Soviet Union, both 
at home and abroad. He made 
particular reference to foreign 
property, such as embassies, 
which he said the west should 
not recognise as belonging to 
Russia. 

The announcement signalled 
a further deterioration of 

TTlf raiTiian. W jifiiriari relations OH 
the economic front. Mr Fokin 
accused Russia of illegally tak¬ 
ing control of Vnesheconom¬ 
bank, gold reserves and other 
assets of the former Soviet 


EC agrees legal safeguards 
for electronic databases 


By Andrew Hill in Brussels 

DRAFT legislation to provide 
EC-wide legal protection 
against the international 
piracy of electronic databases 
was approved yesterday by the 
European Commission. 

The "ground-breaking’' draft 
directive - modelled on exist¬ 
ing Scandinavian legislation - 
adds to the growing body of 
agreed or draft EC legislation 
on intellectual property, 
including last year’s directive 
aimed at fighting piracy of 
computer software. 

Within the next fortnight the 
Commission is also Likely to 
propose harmonising copyright 
protection for original work. 
According to officials, Brussels 
is considering fixing the dura¬ 
tion of protection at 70 years, a 
compromise between the 
widely different regimes in the 
12 member states. 

Russia to step 
up supplies of 
gas to Poland 

By Christopher BoWnskl 
in Warsaw 

RUSSIA has agreed to increase 
natural gas deliveries to 
Poland from Monday following 
a sharp drop In supplies which 
caused heavy industry to cut 
output severely. 

After meetings in Moscow 
with Polish officials, the Rus¬ 
sians confirmed that 5 m tonnes 
of oil would be delivered this 
year. Gas deliveries would 
reach 6.6bn cubic metres, bat 
the Poles want to match last 
year's deliveries of 71bn cu m. 

The break in supplies 
occurred after a decree by 
President Boris Yeltsin invali¬ 
dated a $ 2 . 8 bn barter agree¬ 
ment signed on December 24 
between the two nations. 


The directive approved yes¬ 
terday would introduce a new 
type of intellectual property 
right, protecting producers of 
databases - computerised lists 
of addresses, for example - 
from unfair copying of the con¬ 
tents of their databases for 10 
years. The measure leaves 
aside the question of personal 
data protection, which is the 
subject of a controversial draft 
directive now being discussed 
by the European Parliament. 

Database producers, which 
Include large publishers and 
direct marketing organisations, 
believe the directive may also 
help liberalise the Ecu2.5bn 
(£i.75bn) European market It 
would allow competitors wish¬ 
ing to re-use such information 
commercially to obtain com¬ 
pulsory licences "on fair and 
non-discriminatory terms”. 


Mr Tony Goad, managing 
director of the British group 
NDL International, which 
holds databases for UK manu¬ 
facturers and retailers, said 
yesterday: “1 can see this could 
be a genuine attempt to break 
down data monopolies, which 
can be very powerful." 

The World Intellectual Prop¬ 
erty Organisation is already 
considering amending the 
Berne Convention an intellec¬ 
tual property to cover data¬ 
bases, which are not consid¬ 
ered original e n ou gh to qualify 
for normal copyright protec¬ 
tion. But EC officials said they 
were unsure how long such 
moves would take, and in any 
case they needed to introduce 
harmonised measures before 
the introduction of the single 
European market at the end of 
this year. 


Gallup tunes into Russian 
television viewing habits 


By Raymond Snoddy 

GALLUP, the international 
polling organisation best 
known for trying to predict the 
outcome of elections, is turn¬ 
ing its attention to television 
viewing habits in Russia and 
other former Soviet republics. 

The company announced 
yesterday in London and 
Moscow that it was setting np 
modern ratings research for a 
market of more than 300m 
viewers. The Russian Media 
Monitor will be based on a 
panel of 6,000 viewers who will 
keep a diary of the pro¬ 
grammes they watch. 

The main purpose of the 
monitor is to see how western- 
sponsored programmes and 
advertising are received in the 
Russian television market One 
of the first programmes to be 


assessed in Russia will be the 
BBC documentary series "The 
Second Russian Revolution” 
sponsored by Upjohn, the phar¬ 
maceutical company. 

The launch coincides with 
several programme sponsor¬ 
ship camp ai g ns nhneri at Rus¬ 
sia, including the world music 
series "Mega Mix”, sponsored 
by Mars International, and a 
series of rock music concerts 
sponsored by Pepei-Cola. 

Mr Gordon Heald, managing 
director of Gallup (UK) said 
yesterday: “It’s a breakthrough 
in this territory, following 
years of unstructured market 
analysis”. The monitor is a 
joint venture between Gallup, 
BBDO, the international adver¬ 
tising agency, and Invizible 
Arts, a sponsorship agency. 


Union. 

Mr Jacques Attali. head of 
the European Bank for Recon¬ 
struction and Development, 
met yesterday with Mr Fokin, 
the chairman of the Ukrainian 
National Bank and other 
Ukrainian leaders and 
expressed confidence in their 
economic reform programme 
and supported their efforts to 
join international financial 
organisations, such as the IMF. 

To insulate itself from feared 
Russian economic retaliation, 
Ukraine yesterday signed a 
contract with Iran and Azerbai¬ 
jan to purchase oil. 

Kohl will 
sign pact 
with Prague 

By Quentin Peel 

CHANCELLOR Helmut Kohl 
will travel to Prague at the 
end of next month to sign a 
controversial co-operation 
treaty with Czechoslovakia, in 
spite of strong conservative 
opposition in Germany. 

The treaty was approved by 
the German cabinet yesterday, 
along with a similar treaty 
with Hungary - but only after 
the chancellor had given the 
assurance that he would raise 
the question of property rights 
for former Sudeten Germans 
on his trip to Prague. 

Properties once owned by 
Germans in the forms: Snde- 
tenland are currently being 
sold off, according to reports 
In Germany, and the former 
owners are demanding a right 
to participate. 

The issue has caused an 
embarrassing delay in ratify¬ 
ing tiie friendship treaty. 

Mr Kohl has already agreed 
to support a joint resolution in 
the Bundestag backing the 
property claims of the Sudeten 
Germans, but has refused to 
agree to any changes in the 
treaty Itself. 

Hungary to apply to 
join EC in the spring 

HUNGARY Intends to apply 
formally to join the European 
Community this spring, Mr 
Mlhaly Kupa, finance minister 
said yesterday during a visit 
to Stockholm, Robert Taylor, 
reports. 

"Our ambition is to negoti¬ 
ate alongside Sweden and Aus¬ 
tria and become an EC mem¬ 
ber by 1996 at the latest,” he 
said. 

It is unlikely the Commis¬ 
sion will treat Hungary's 
request seriously. Brussels 
does not see EC membership 
for Hungary, Poland, and 
Czechoslovakia before 2000. 


THE German government is to 
try hire purchase as a way of 
paying the estimated DMIOObn 
(£34.Sbn) bill for transport 
links in former East Germany. 

In a renewed discussion cm 
the privat e fiwmring of puhlLc 
works, the cabinet yesterday 
rejected toll-roads as '’counter¬ 
productive", and decided that 
leasing of railways and roods 
from private consortiums was 

“unsuitable”. 

It chose fristewd to test what 
tt called a "concessionary” 
model, in which prfvategronps 
will flwanwi and build projects 
on the government’s behalf. 
Bonn will then buy them back, 
paying In frigteiwwnta- 

The idea, which will spread 
the costs over an as-yet-unspe- 
dfied period, is to be tested on 
two projects in the west of the 
country - a DMSbn stretch of 
railway between Munich and 
Nuremberg, and a road tunnel 
on the A8l autobahn near 
Stuttgart. 

Mr Gfinther Krause, trans¬ 
port minister, was yesterday 
commissioned to draw up draff 
contracts in preparation for a 
call for tenders. 

The timing of these is uncer- 
tain. A government spokesman 
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18KC Halil By Christopher Parkas rn Bonn 

linn ran RQV THE German government is 
11I1C till Uaj try hire purchase as a way 

__ , , . _ . pavin g the estimated DM1QC 

By Christopher Parkes (£34.8bn) bill for tranapi 

GERMAN engineering links in former East Gamai 
employers went on the offen- Jb a , < ^ scu ^°^ v 

sive yesterday with a claim 
that workers should be pre- 

pared to accept a reduction in refected ton-roads ascount 
real incomes this year. productive , and decided ti 

Pay awards had to be related jeastoE railways 
to productivity, expected to consortiums v 

increase by 2^ per cent, and ^ . 

not inflation, forecast to aver- 11 
a wn 4 ji per cent, according to ti called a concessional 
Mr Dieter Hundt, president of model in which private 
the Baden-Wurttemberg metal ^ finance and build proje 
industries employers’ assoda- 

Hon (VMD Bonn will then buy the m ba 

Speaking in Stuttgart, he _ 

called fora change of coarse in The idea, which wifi spit 
pay policy, and said the 9.5 per the costs over an as-yet-ms 
rent claim from the IG Metall ofied period, is to be fasted 
union greatly worsened the tiro projects m foe w est of i 
j prospects for a peaceful solu- country - a DM3bn sfretch 
tion to this year’s negotiations, railway between Munich a 
The VMT, which employs Nurembeig, and a road tun 
700.Q00, is traditionally foe first on the A81 autobahn n< 

engineering employers' group Stuttgart. __ 

to start pay talks. This year’s Mr Gfinther Krause^tra 
round begins on March 17. P 01 ^ nunistm - , was yesterd 

IG Metall represents around commissioned to draw up dr 
4 m workers in manufacturing contracts in preparation foi 
industry, which has seen cad for tenders. ^ 
domestic orders tail off and The t iming of these is unc 
low overseas demand. tain. A government spokesm 

Commission Bonn pro 

challenges , , , 

film grants Bnd Sllbsi 

By Andrew Hill in Brussels By Quentin Pert in Bonn 

GERMAN AID for the film PROPOSALS for cuts 
industry discriminates against corporate taxation and redi 
foreign film-makers, according tions in state subsidies will 
to the European Commission, presented by the German gi 
which has given foe German eminent In the coming ye 
government a month to answer Mr Jurgen Mollemann, thee 
its complaints against foe sub- nomlcs minister, said yest 
sidy programme. day. 

Directors of films which Action was needed to p: 
receive government grants serve the competitiveness 
have to be German or “from a the German economy and s 
German cultural background”, blllse state spending, wh 
The same conditions apply to also supporting the former a 
some of the jobs on co-produc- German economy, he said, ii 
tions between German and for- cautious forecast in the gi 
eign film-makers. eminent's annu al econon 

The Commission approved report, 

the German aid scheme six He called for tax cuts 
years ago, but warned the gov- bring down the marginal raj 
eminent it would have to of income tax and corporate 
remove foe nationality restric- tax from S3 to 46 per cent, a 
tions by the end of 1992. promised a corporation t 

But Bonn has just proposed reform package in the coui 
extending the programme of foe year. 

(including the restrictions) for He also promised a p ack * 
a further six years. of subsidy cuts, prepared 

• Brussels has asked Bonn to the economics and finan 
lower the level of aid available ministries, in time for the sfc 
on applied research contracts of the animal budget negot 
granted to companies in foe turns in June, 
five new La’nder (states) in He warned that a failure 
what was east Germany. keep wage awards below t 

It says the maximum sub- levels of 1991 could actual 
sidy level of 50 per cent for result in higher, rather th 
each contract is too high, lower interest rates. 

European Commission guide- His warning cntwrii tefi wifi 
lines recommend a 25 per gloomy prognosis by Mr Loti 
cent aid ceiling for applied Muller, head of the Bavari 

research. state central bank and a am 


said only that the cabinet 
would return to the. subject 
this summer. However, the 
need Is argent The lack of 
western-standard communica¬ 
tions is seen as one of the main 
obstacles to economic recovery 
in former East Germany. 

Government resources, 
meanwhile, are stretched to 
the limit by other unffleatian 
costa Bonn is also committed 
to containing public borrow¬ 
ing, which is currently grow¬ 
ing faster than gross national 
product. 

Official estimates say that 
DMIOObn will be needed 
between 188S and 2000 for 
urgent transport infrastruc¬ 
ture. Unofficial figures suggest 
foe cost of bringing transport 
systems up to western stan¬ 
dards could be DMSQObn. 

Mr Krause, who bad been 
eager to try gathering revenue 
at toll booths was told they 
would be counterproductive. 
Construction would be too 
costly and would interfere with 
traffic flow, and the tolls would 
also be unpopular with the 
public which believes U is 
already being asked to pay too 
jwnrfi to support development 
in the east 


;a/aw;i c<3 
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Bonn promises tax 
and subsidy reform 


PROPOSALS for cuts in 
corporate taxation and reduc¬ 
tions in state subsidies will be 
presented by the German gov¬ 
ernment in the coming year, 
Mr Jurgen Mniigmann, the eco¬ 
nomics minister, said yester¬ 
day. 

Action was needed to pre¬ 
serve the competitiveness of 
file German economy and sta¬ 
bilise state spending, while 
also supporting the former east 
German economy, he said, in a 
cautious forecast in the gov¬ 
ernment's annual economic 
report 

He called for tax cuts to 
bring down the marginal rates 
of income tax and corporation 
tax from 53 to 46 per emit and 
promised a corporation tax 
reform package in the course 
of foe year. 

He also promised a package 
of subsidy cuts, prepared by 
the economics and finance 
ministries, in time for foe start 
of the annual budget negotia¬ 
tions in Jana 

He warned ***** a failure to 
keep wage awards below foe 
levels of 1991 could actually 
result in higher, rather thaw 
lower interest rates. 

His warning coincided with a 

gloomy prognosis by Mr Lothar 
Muller, head of the Bavarian 
state central bank and a mem- 


Rebel Serbs endanger UN peacekeeping plan 


A DECISION by foe United Nations 
Security Council to send UN peace¬ 
keeping troops to Croatia hangs in the 
balance because rebel Serb leaders 
oppose deployment of troops. 

Western diplomats in Belgrade said 
yesterday the security council which 
is expected to meet tomorrow, will be 
given a less than optimistic report by 
Mr Cyrus Vance, the UN’s special 
envoy to Yugoslavia. 

Although foe I5fo ceasefire, bro¬ 
kered by the UN early this month, has 
generally held in Croatia, several ele¬ 
ments still stand in the way towards 
the deployment of 10,000 UN troops. 
One is Mr Milan Babin, leader of foe 
self-proclaimed Serbian republic of 
Krajlna, southern Croatia. 

Afr Babic, catapulted into power by 
Mr Slobodan Milosevic, the president 
of Serbia, does not want the Yugoslav 
federal army to be withdrawn from 
Krajlna. and replaced by UN troops. 


Judy Dempsey in London and Laura 
Silber in Belgrade on the decision 
faring the Security Council tomorrow 


Nor does he want local Serb paramili¬ 
tary units to be disarmed, despite Mr 
Milosevic's support for the peace plan. 

Under the Vance plan, the federal 
army - which, along with Serb mili¬ 
tants controls a third of Croatia - 
will withdraw from all Croatian terri¬ 
tory; and all paramilitary forces, 
including Serbian units, will be dis¬ 
armed. The regular Croatian army 
will be required to return to barracks. 

Mr Lazar Macura, Krajina's minis¬ 
ter of information, recently said the 
Serbs would not give op their weap¬ 
ons. To complicate matters, local 


Serbs from Krajina make up 80 per 
cent of the army in that region, which 
means that practically no withdrawal 
by foe federal army to areas outside 
Croatia would take place. 

Mr Babic opposes withdrawal of the 
federal arm; from areas in Croatia 
where the Serbs are in a majority 
before foe status of foe Serb commu¬ 
nities in Croatia has been defined. 
These regions include Krajina, and 
the Baranja and western Srem which 
are in eastern Slavonia, in foe east of 
the republic. 

Mr Babic wants foe Serbs in Croa¬ 


tia to be able to opt out of an indepen¬ 
dent Croatia. 

In addition, Mr Goran Hadtik, head 
of foe Serbs in eastern Slavonia, and 
Mr Babic, are seeking guarantees 
against Croat reprisals when UN 
troops leave the republic. 

The UN troops are expected to stay 
six months, and the regions to which 
they will be deployed will have the 
status of protectorates. 

Western diplomats fear that if no 
political solution on Croatia’s borders 
and the status of the Serbs in Croatia 
Is reached within that period, civil 
war will return, 

Croat officials said the deployment 
of UN troops would give them time to 
re-establish law and order and try to 
Fegaln control over the entire terri¬ 
tory. Any deployment might allow 
presidential and local elections to 
take place. 

Mr Fraiyo Tudjman, foe president 


of Croatia, wants presidential elec¬ 
tions as soon as possible to capitalise 
on his success in attaining interna¬ 
tional recognition. 

The other, and less predictable ele¬ 
ment which could destabilise the 
Vance plan is the federal army. So fer. 

the army, under General Blagoje 
Adaic, a Serb nationalist, has 
endorsed the peace pbra But it 
remains unclear what role will he 
Pteyed by General Ratko Miartte 
of the federal army in Krajlna, or 
General Vladimir Vukovic, com- 
assader of the Banja Luka garrison in 
northern Bosnia-Hercegovina, in per¬ 
suading Mr Babic to accept the jam, 

"The army continues to play a cru¬ 
cial role," said Mr Haric S&jjdc, foe 
foreign minister of Boania-Hercego- 
vina. "its relationship with both Mr 
Milosevic and Mr Babic must not be 
underestimated. The situation 
remains highly unstable." 


bar of the board of the Bundes¬ 
bank, that the German econ- 
. omy would not allow Interest 
rates to be cut by foe central 
ban k at le ast until the end of 
foe summer. 

The government’s annual 
economic report forecasts as 
overall German growth rate of 
just 2 per emit for 1992, with 
the former West Germany 
growing by only L5 per cent, 
and the east by 10 per cent - 
after its economic collapse of 
the past two years. 

It suggests that unemploy¬ 
ment will rise by 100,000 to 
L8m in the west, arateafSper 
emit, compared with a SOOJDOO 
rise, to around L4m, in the 
east, or around 17 per cent 

It is more optimistic on infla¬ 
tion than independent eco¬ 
nomic forecasts have been, 
suggesting 86 per cent for foe 
year as a whole In foe west; 
and 12 to 14 per cent in the 
east Wage rises it hopes wiB 
keep to an average rise of just 
5 per cent in the west, com¬ 
pared with 6.7 per cent In 1391, 
and trade union demands of 
around 10 per cent In the east, 
wages are expected to rise 
between 30 and 3S percent' 
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WORLD TRADE NEWS 


EG food credits I Fears over ‘Gattzilla the trade monster 5 coea-coia 


US greens lead a growing lobby worried about loss of sovereignty, writes Nancy Dunne 


hit by delays 

By DawW'Huchan In Brussels, Leyta Boulton in Moscow 
Peel Jn Bonn 


•.^QL13TCAL confusion in 
njggoGiw, compounded by wran- 
- pTfny ^hetween the .European 
•Coaiiinissian and bankers in 
v«Bf- htet and west, 1ms seri- 
delayed use . of the EC’s 
Rea U?5ba(EL24bn) food cxed- 
republics. 

^Ih 4 :foD®eGt delay concerns 
ta^Bco500m credit guarantee. 

agreed, by EC.leaders in 
“December 1990, formally signed 
jj^-Sovember. but has since 
Htflato problems. Counting 
_ m^cwdlt. ^nfew^ Western 

^mT-nahy more .have 
fe oS tett-' ready for delivery 
' b^w’widr^W^JT* 

m no douht in my 
atad that'some (European) 
tzadids aceittdffHcuhy and axe 
tosfegjHflney,’* said an EC offi- 
dal' yesterday. Meanwhile, the 
ftettfahs are wondering where 
their ECfobd is, just when the 
ECTlrahemrvalxhting its pre- 
dMdnant-dmre in worldwide 
..ptfj tDythe Cammonweahh of 

2^^refoo?CTe^to the 
. CHS seems' to be moving 
’■snibofldy.. . 

There Jis Jess controversy 
over the direct EC food loan of 
gcoU5bn, ta which EC minis- 
. tets 'gave the go-ahead last 
month, though this, too, has 
hit-: problems. The EC has 
-doWfid-to disburse this to indi- 
vfefaaFfJB states, with a first 
Ecn56toslice going to Bwwa 
Buth-refoses to pay over this 
tnmche uhtH Russia produces 
a fiosBdaQy satisfactory agent 
for thr l oan an d agrees to 
watvertts - sovereign Immunity 
mid Bpbmit to-any dispute to 

oufidBarbitration. 

- More -troubled has been the 
ttstixy^of the JEcuSOO commer- 
dfll hank credit which the EC 
promised to guarantee more 


than a year. ago. “We lost 
seven or eight months last 
year," an EC offirfai said, due 
to a variety of factors. Strong- 
arm Soviet tactics in the Battle 
region last spring the 

European Padlament to delay 
approving the credit guaran¬ 
tee. Last summer, some banks 
defected from the Deutsche 
Bank-led credit syndicate. It 
was. only two months ago »ha» 
the complex web of EC-Deut- 
sche Banfc-Vneshekonombank 
agreements were finally 
s igned. 

But Vn«h»yf]inf fmWn>it the 
foreign trade hawk of the old 
Union, failed to ask to draw 
down the loan until after 
Christmas, by which time the 
Soviet Union had folded. And, 
when at the turn of the year, 
Vneshetamnmhaiik paid all the 
foes and asked for the money, 
the Deutsche Bank consortium 
had fresh doubts about the for¬ 
mer's status. 

The Brussels Commission 
has since strongly urged speed 
on Deutsche Bank. EC 
believe that with Brussels 
guaranteeing 96 per cent of a 
loan, which includes a large, 
fixed rate interest amount, the 
commercial hanW have little 
cause for fear. Only EcnSTOm 
of the EcoSOOm win be avail¬ 
able for actual CSS food pm> 

rhastt r tfw» i tfhar WhitMw jg (0 

cover interest and freight 


Miyazawa confirms 
US car parts pledge 


THB Japanese prime minister. 
Hr Kiichi Miyazawa, has 
changed bis stance and said 
Jftpan had promised after all to 
increase purchases of US car 
partv Reuter reports from 
• 

• Americans and the TH3 Ccn- 
greBT reacted with firry after 
Mr Myazawa said last week 
that a tlSbn (£10.tim> figure 
for TJS car part purchasee by 
■ Tnpanwap car makers was a tar¬ 
get iqd not a firm promise. 

But; yesterday ™ paiimment 
1ft Ifiyarawa said: “The gov¬ 
ernment will Kjdeavour to sin- 
cewiy taau its promise to the 
Ofdted'ftate8. n -He was reply¬ 
ing to a question on whether 
the ftSbn figure was a target 
o r a p romise. 

“Ws laid each-of the (Japa- 
nesel car matore come up with 
quite flan wiimiatimifl (regard- 
ing the volume of car parts 
theF 'wiU import) by 1894- 
95..'.so I believe that each 
flna> wiii. sincerely buckle 
ddap-tp realise {the plan).” he 


HQa»'l9jedge to raise US car 


part imposts from the current 
S8hn level was inclndad in a 
US-Japan statement unveiled 
at the mid of President George 
Bush's visit to Tokyo. 

...US politicians, eager to 
denounce Mr Bush’s trip >88' a 
failure, seized on Mr Miya- 
zawa's remark on January 21 
as evidence that Japan was 
backing off from alleged 
pledges. 

■Mr Jacques Calvet, the chair¬ 
man of French carmaker Peug¬ 
eot, said the European Commu¬ 
nity should refuse to ease 
banders to Japanese car 
imports until Tokyo takes 
steps to lift its citizens’ living 
standards. Renter reports from 
Paris. 

“We should not i ndefini tely 
put vp with Japan's economic 
power if it has not shared (its 
wealth) with those who created 
it," he told a parliamentary 
co mmissio n. Mr Calvet is a 
steadfast critic of a Japan-EC 
car accord reached last year 
that will remove existing EC 
obstacles to Japanese car 
imparts in the year 2000. 
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inoreOT; Polish 
factory 

THOMSON;' Consumer j 
Eectranfes, fin French state- 
-owuod of audfo-viffnal 

^“■pdncUi ir lo invest 9106m 
in-Poland -over the 
itezt fl gcg jgars as part of its 
Center krw labour 
'J*gt. weas; .writes ’. William; 
Dawkins inparis. ‘ - 

V^The easlr will he used to j 
boost capacity at a television 
joint ven ture, 
^^towi-p ol k o l nr . In a suburb 
oTWarsaw... 

. The ahn .ls to jerodnee Sm I 
ra^s annually there from 
U93, a huge increase in joes- 
tovCHPadiy. .. . 


iEXECUTI VE JET 


Oww wtshMtci share use 
with arrathm-company 
CaH 1B153&0770 or 
. 0915144747 


Franchise pact 
signed for 
Texan railway 

A $6bn (£&3bn) hl^i-speed rail 
netwt gk in Texas has cmiea 
step closer after toe signing as 
a 50 -year franchise agreement 
authorising the cons truc t ion 
and operation of the proposed 

622 -mile network, writes 
Andrew Baxter. 

The network would be the 
first highspeed rail syste m in 
the US, ami would link Fort 
Worth, Dallas, Houston, San 
Antonio and Austin with 
trains running at more than 
200roph. Earlier this week the 
Texas High-Speed Rail Author¬ 
ity authorised a corporation 
recently established by the 
Texas TGV Consortium to 
plan , finance, construct, lease, 
operate and maintain the sys¬ 
tem. 

It is still not certain, how¬ 
ever, that the privately-fi¬ 
nanced proiect will go ahead. 
Contracts are not ejected Jo 
be awarded until 1994, and the 
first phase of the the system 
would not be open until 1998. 


T O THE list of US oppo¬ 
nents to the proposed 
reforms for the Uruguay 
Round - the textile, clothes 
and film industries, or ganised 
labour and family farm¬ 
ers - add the environmental¬ 
ists. 

The Green view of the Gen¬ 
eral Agreement on Tariffs and 
Trade (Gatt) is succinctly 
expressed on thousands of 
anonymously produced posters 
littering the streets of Paris. 
Tokyo and Washington, featur¬ 
ing a monstrous Gattzilla 
devouring the globe, smashing 
the Capitol building, spilling 
DDT with one hand 
squeezing a dolphin to death 
with the other. 

The environmental lobby 
was split over the North Amer¬ 
ican Free Trade Agreement, 
but on the Gatt it is presenting 
i a near-solid front. Twenty- 
eight environmental an d con- 
' smner groups have sent letters 
I to every member of the US 
Congress opposing the pro¬ 
posed sanitary and phytosanl- 
tary standards in the draft 
agreement produced by Gatt 
director-general, Mr Arthur 
DunkeL 

The US lobby's lawyers warn 
that -the language in the draft 
threatens federal and state 
environmental regulations if 
they are more stringent than 
the international standards set 
out in the Rome-based UN 
commission Codex AJimentar- 


GATT IS COMING 



Whai you don't know 
will hurt you 

ius. The opposition - in an 
election year when every politi¬ 
cian from George Bush on 
down tries to campaign as an 
environmentalist - could do 
great damage to the support 
for any agreed Gatt package. 
Fears concerning loss of sover¬ 
eignty over the environment in 
addition to those on national 
damping laws might, at the 
very least, doom the Multilat¬ 
eral Trading Organisation 
(MTO), which has been 
designed to strengthen Gatt 
enforcement of trade rules. 

Almost 50 congressman have 
si gned or plan to si gn a resolu¬ 
tion sponsored by Mr Richard 
Gephardt, the majority leader 


in the US House of Representa¬ 
tives, which says that under 
the Dunkel plan “national sov¬ 
ereignty to set domestic envi¬ 
ronmental, health, safety and 
labour standards will be given 
away to foreign countries". 

US environmentalists are 
still steaming over a Gatt pan¬ 
el's rejection of the US ban on 
Mexican tuna, designed to pro¬ 
tect dolphins. While trade pur¬ 
ists in Geneva may have wel¬ 
comed the ruling for its 
assertion that the US has no 
right to exert extra-territorial 
authority, Washington viewed 
it with alarm. 

What may seem crusading 
and sanctimonious to some is 
regarded by environmental 
activists as a US duty to exer¬ 
cise Leadership and to use Its 
large market to protect the 
environment Just as it would 
prohibit the import of cars 
which pollute or clothes made 
by slave labour, Ms Lori Wai- 
lach, a lawyer form Ralph 
Nader’s Public Citizen organi¬ 
satio n, says the US should be 
able to dictate the process by 
which fish are caught. No 
effective environmental or 
social regime can be estab¬ 
lished through the use of moral 
persuasion alone, she con¬ 
tends. 

Ms Wallach and other envi¬ 
ronmentalists were alarmed by 
Mr Dlinkers speech last week 
in Bangkok, which suggested 
that rules initiated by coun¬ 


tries under international envi¬ 
ronmental agreements could be 
subject to Gatt challenge. 
There was little reassurance in 
his contention that a member 
country “may” be permitted to 
place public health or safety or 
conservation goals ahead of 
trade restrictions or that the 
environment could be recog¬ 
nised only as “possible” Justifi¬ 
cation” for regulatory stan¬ 
dards. 

Environmental lawyers have 
held countless meetings with 
US officials to explain their 
concerns, only to have every 
objection ignored. 

They have found themselves 
closer to European Community 
positions than to their own 
government’s, supporting the 
EC effort to win approval for 
health and safety measures 
designed for social objectives 
fifes animal welfare. 

While the Washington-based 
Worldwide Fund for Nature 
has yet to express itself against 
the Dunkel draft, when its staff 
met to discuss its implications, 
members were in agreement on 
one point: ceding US sover¬ 
eignty to an MTO was too 
important a move to be 
attached to the fast-track 
mechanism, which provides for 
limited debate and a take-it-or- 
leave-it vote. Mr Stewart Hud¬ 
son, a spokesman for the 
National Wildlife Federation, 
said his organisation has also 
been dubious about the MTO, 


but apposition in Congress is 
already so strong that the 
question of getting an MTO 
approved is now “almost 
moot". 

The National Resources 
Defence Council supported the 
US administration on the 
North American Free Trade 
Agreement and it worked bard 
to try to get a Gatt pact How¬ 
ever, it said it cannot accept 
among other thin gs a require¬ 
ment that technical regula¬ 
tions should “not be more 
trade-restrictive than neces¬ 
sary”. The Gatt was not to be 
left “to determine whether par¬ 
ticular conservation or public 
health measures are the pre¬ 
ferred or the only means of 
achieving protection”. 

Along with these concerns, 
environmentalists have con¬ 
ceived a distaste For what 
seems to them the undemo¬ 
cratic Gatt practice of behind- 
doors negotiation. Ms Wallach 
says these talks shut environ¬ 
mentalists out of the decision¬ 
making process, while their 
business opponents are heavily 
represented on advisory 
groups. 

“We see the Gatt a6 funda¬ 
mentally flawed,” she said. “It 
looks only at the side of busi¬ 
ness interests who t hink only 
of trade liberalisation. We rep¬ 
resent other values, but we 
don’t even get to see what the 
US is doing.” 

Tuna dispute, page 28 


to expand 
Irish plant 

By Tim Coone in Dublin 

COCA-COLA yesterday 
announced a I£27m expansion 
plan for its drinks concentrate 
manufacturing plant at Drogh¬ 
eda in Ireland, which is oper¬ 
ated by a subsidiary. Coca- 
Cola Atlantic. 

Construction work is to 
begin immediately, and the 
plant is expected to be opera¬ 
tional by the end of the year. 

The Drogheda facility is 
already Coca-Cola’s largest 
concentrate manufacturing 
plant in Europe, and supplies 
bottling plants in 70 different 
countries. 

Mr Ray McKeave. the gen¬ 
eral manager of Coca-Cola 
Atlantic, said: “Much of the 

Coca-Cola company's success 
in expanding to meet the 
needs of growing markets in 
Europe Is as a result of the 
high standards achieved In the 
Drogheda operation". 

A spokeswoman for Coca- 
Cola Atlantic said the expan¬ 
sion was a “significant one", 
but would not give details of 
expected increase In turnover 
“for competitive reasons”. She 
said, however, that Coca- 
Cola's market has been 
expanding at 9 per cent a year 
over the past five years, and 
the company’s main market 
opportunities “are In Eastern 
Europe, the Middle East and 
parts of Asia”. 


But a Deutsche Bank official 
said yesterday that, according 
to decrees this month of the 
Russian Supreme Soviet, Vne- 
shekonombank was no longer 
legally able to take on new 
loans, but was merely an a ,gp q t 
for servicing old debts. Repre¬ 
sentatives of several ex-Soviet 
republics were meeting in 
Moscow yesterday to plan 
fixture borrowing. 



The best laser printers in the world. 



You’ll notice that we haven’t added a modest 
“probably". Because if you want the best in 
laser printers, the Hewlett-Packard LaserJet is 
undoubtedly it. 

Tbday, over 3 million HP LaserJet printers 
are sharpening company images around 
the world, producing stunning results time 
after time. 

What keeps these remarkable machines way 

ahead of the competition is clever new ideas. 
Lots of them. like Resolution Enhancement 
Technology. Developed by Hewlett-Packard, it 
ensures lines so sharp, curves so smooth and 
blacks so black, that documents look as though 
they've been typeset. 

HP LaserJets also use HP’s PCL5 advanced 
printer language. This latest generation 
language allows new, fast vector graphics and 
a range of scalable fonts that enable you to 
turn even the most mundane document 


into a thing of beauty. Not only is the 
HP LaserJet family a very gifted one, it’s a 
complete one to meet your every need. 

The latest addition is the HP LaserJet fflP. 

It puts LaserJet print quality where you want it 





- on your desk. Then there’s the industry 
standard HP LaserJet m and its big brother 
the TTTP with its superb paper handling ability. 
For quality allied to the speed modem 
business demands - an outstanding 16 pages a 
minute - HP LaserJet IHSi has no rival. 

Any r of them will make your work look 
brilliant 

HP LaserJet printers. The best And with one 

year on-site warranty, there’s no “probably” 
about it. 


HEWLETT 
PACKARD 

THE rOSSIBIZITY HADE REAIJTY. 
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Tokyo may act despite unresolved Kuriles dispute 

Japan likely to support 
Russian oil, gas venture 


By Steven Butler in Tokyo 

JAPAN'S Ministry of 
International Trade and Indus¬ 
try (Mlti) is set to further relax 
a long-standing policy against 
supporting Russian develop¬ 
ment projects by providing 
rc^ano i fl l harking for an oil and 
gas project on Russia's Sak¬ 
halin Island that could COSt up 
to $10bn (£5.7bn). 

A consortium, including Mit¬ 
sui of Japan and Marathon OH 
and McDermott International 
of the US, was awarded a letter 
of Intent to conduct a project 
feasibility study on Monday. 

Government backing is cru¬ 
cial because of the inherent 
high-risk nature of oil and gas 
development coupled with 
political uncertainties and the 
long-term credits that would be 
required. Purely commercial 
finance for the Sakhalin proj¬ 
ect could be prohibitively 
costly, if available at alL 

Japan has long refused to 
back Russian development pro¬ 
jects because of its territorial 
dispute involving the four 
Kurile islands off the northern 
coast of Hokkaido. 

MW, however, has taken the 
view that the Sakhalin project 


is of national importance to 
Japan, although it is seeking 
ways for the partially govern¬ 
ment-owned Sakhalin Oil 
Development Corporation 
(Sodeco) to participate in the 
development Sodeco was part 
of a consortium including 

Purely commercial 

financ e for the 

Sakhalin project could 
be prohibitively 
costly, if it is 
available at alL 

Exxon of the US and C. Itoh of 
Japan which failed to win a hid 
for the feasibility study. 

Mitsui said yesterday it was 
confident of receiving support 
from the Japanese govern¬ 
ment mid was also hopeful of 
obtaining US government 
backing for the project. A Mit¬ 
sui executive said preliminary 
studies indicated the project 
would be feasible If oil prices 
stayed above $15 a barrel. 

The formal feasibility study 
is to be completed by the end 


of next year, with first oil pro¬ 
duction hoped for around 1935. 
Projected oil production would 
cover the cash-flow require¬ 
ments of the project, but even¬ 
tually gas production would be 
required to assure a profit, Mit¬ 
sui said. The fields, Piltun 
Astoskoye and Lunskoye, off 
the east coast of Sakhalin, 
have reserves estimated at 
730m barrels of oil and 400bn 
cubic feet of gas. 

The possibility of building a 
gas liquefaction plant at the 
site is under consideration. 
Liquefaction plants, however, 
are difficult to finance arid 
would require advance sales. 

The Sakhalin project could 
be the first of a wave of 
resource development projects 
In Siberia with ex te n si v e Japa¬ 
nese participation. Japan has 
long looked at Siberian 
resources as a possible avenue 
to diversify dependence on 
other sources of raw materials, 
particularly Middle Eastern oIL 

But f u ture Japanese support 
for such projects may depend 
on progress in the territorial 
dispute with the newly inde¬ 
pendent Russian government. 


Israel to sell chemical group stake 


By Hugh Camegy in Jerusalem 

ISRAEL'S slow-motion privatisation 
programme is poised to take an important 
step forward following unanimous 
approval by the Knesset finance commit¬ 
tee yesterday for the public flotation of a 
25 Der cent share in Israel Chemicals Lim* 


25 per cen 
ited (ICL). 


The committee has an effective veto 
over the of state companies. 

An attempt In 19S9 to sell to foreign 
investors a 50 per cent stake in ICL, 
always regarded as the premier privatisa¬ 
tion prospect among the state's 150 compa¬ 
nies, was blocked by the finance commit¬ 
tee. throwing the government’s 
privatisation plans into disarray. 

The delay has taken on added signifi¬ 


cance recently, becoming a principal ele¬ 
ment in US criticism of the state-heavy 
economy as Washington assesses Israel's 
request for SlQbn (£5.57bn) in loan guaran¬ 
tees to aid Jewish immigration from the 
former Soviet Union. 

The 1989 Knesset committee decision 
forced the government to adopt a less 
ambitious programme based initially on 
share issues on the Tel Aviv Stock 
Exchange. Minority stakes in companies 
such as telecoms monopoly Bezeq have 
been sold this way. But the failure to fully 
divest control of any significant company 
has led to criticism that genuine privatisa¬ 
tion has been thwarted. 

After the Initial ICL sale approved yes¬ 


terday, the government intends togoofc to 
sell a total of 72 per cent of the comply, 
said to be wroth up to JL 4 bn,by thseodof 
t hfe year, iwinding private placement or a 
15 per cent block. 

Mr Avraham Shochat, a prominent 
member of the finance committee, saw 
yesterday events had proved its 1989 deci-, 
sfon correct, because at the time toe com- 


ment - and because among the 
bidders at the time was the late British 
publisher, Mr Robert Maxwell. 

“We can only imagine what would have 
happened if ICL shares bad gone the way 
of the rest of Maxwell’s assets,” he saw. 


Iran denies hiring Soviet nuclear experts 


KAN yesterday denied reports 
alleging It was recruiting scien¬ 
tists from the former Soviet 
Union for a covert nuclear 
weapons programme, AP-DJ 
reports from Nicosia, quoting 
a monitored broadcast by Teh¬ 
ran radio. 

An unidentifi ed foreign min¬ 
istry spokesman was reported 
as saying the reports were 
"totally baseless". 

British newspaper reports 
suggested last weekend that 
Tehran was offering $350,000 to 
former Soviet nuclear scien¬ 
tists to develop an alleged 
nuclear arms programme. 


Earlier reports have alleged 
that the I ranians had bought 
nuclear bombs from the newly 
independent republics and 
arranged for them to he 
shipped to Iran. Iran has 
denied those reports. 

The Iranian spokesman 
stressed that Iran was a signa¬ 
tory to the Nuclear Non-prolif¬ 
eration Treaty, and that it was 
“also one of the most active 
nan-aligned countries concern¬ 
ing proliferation of weapons of 
mass de s t ru ct i on”. 

Iran has two nuclear power 
plants, a small research reactor 
bought from toe US before the 


revolution and Installed at 
Tehran University, and. a sec¬ 
ond research reactor recently 
purchased from China. 

Iran is believed to be about a 
decade away from being able to 
build a nuclear weapon. 

Experts say Iran already has 
several scientists capable of 
manufacturing the bomb. They 
say its Tnain impediment is 
lack of enriched fissionable 
material, the vital ingredient 
needed to start off the chain 
reaction which causes an 
atomic explosion. 

There have been uncon¬ 
firmed reports that Iran has 


been trying to acquire en rich e d 
uranium from nance and a 
handful of third world coun¬ 
tries that have nuclear pla nt s 
capable of uranium 

to the necessary purity. 

• Iran’s non-oil exports more 
than doubled in the last nine 
months of 1991, the Iranian 
news agency, IBNA, reported 
yesterday, Reuter reports from 
Nicosia. 

The agency, quoting Hr 
Abdolhossein Vahhaji, the 
commerce minister, said 
exports rose by 110 per cent to 
$L85bn in toe nine months to 
December 2L 


Kenya set to 
import huge 
food stocks 

KENYA will have to import 
huge stocks of food after poor 
1991 harvests, according to the 
United Nations Food and Agri¬ 
culture Organisation (FAO), 
Renter reports from Nairobi. 

“Following tin's poor harvest, 
substantial imports of maize 
will be needed in 1992... 
Imports of about 280,000 tonnes 
of wheat and rice will also be 
necessary,” said an FAO report 
yesterday. 

This will be the first time 
Kenya has been forced to 
import food because of short¬ 
ages since a crisis in 1980-8L 
The FAO said 57,000 tonnes of 
food promised by donors had 
already been delivered. 

The FAO said emergency 
relief food might be needed In 
drought-hit areas of the east 
and northeast of this former 
British colony of 24m people. 
This iiwhiiM relief assistance 
to some 60,000 Ethiopian and 
Somali refugees in the country. 

The figures coincide with 
price rises and rationing of 
basic goods such as sugar, tea 
and mlllt. 

Political analysts said the 
food shortages and higher 
prices could stoke tensions as 
the east African nation pre¬ 
pares for multi-party elections 
later this year, the first since 
1966. 

Zimbabwe in 
IMF loan deal 

ZIMBABWE has agreed terms 
with the International Mone¬ 
tary Fund (IMF) on an 
SDR344m (£269m) three-year 
loan in support of the govern¬ 
ment’s 1992-94 economic reform 
programme. Our Foreign Staff 
report 

The accord, announced by 
the IMF this week, provides for 
ti ghtening of fiscal and mone¬ 
tary policies, a competitive 
exchange rate, and what the 
Fund describes as “a major lib¬ 
eralisation of external trade, 
domestic prices, investment 
and labour regulations, and 
finanrial markets”. 

The government had hoped 
to avoid seating IMF fo wlin g, 
lad: a deterioration of the bal¬ 
ance of payments had left the 
authorities with no alternative. 


Australian inflation falls to 
30-year low at 1.5% a year 


By EmUa Tagaza in Canberra 


AUSTRALIA'S rate of inflation 
fell to 1.5 per cent a year in the 
December quarter of 1991,the 
lowest in almost 30 years. 

The underlying rtfs, which 
gr efo d e s volatile and seasonal 
factors, also dropped to 3.4 per 
cent in the December quarter 
from 3.7 per cent in the 
previous quarter. 

In quick reaction to the 
official figures, Mr Paul 
Keating, the prime minister, 
foreshadowed extra 
government spending within 
the current fiscal year. The 
additional spending is expected 
to be announced in an 
economic statement next 
month. 

Citing a survey by the 
National Australia Bank 


showing Aust ralian wwnparriwi 
to be operating at only 76 per 
cent of capacity, Mr Keating 
said there was scope for fiscal 

grpanamn 

"Given the level of capacity 
and tiie state of the economy, 
there is minimal risk on 
inflation and demand if we 
stimulate the economy," he 
said. 

Mr Keating has been under 
severe pressure from business 
and trade unions for some 
pump priming. During 
meetings last week with 
private business, he was urged 
by the big banks to spend 
betwe en A$L5bn ($L122m) and 
A$2bn on new government 
rejects. The meetings were 
signed to get private 


£ 


business inputs to the 
February economic statement 

A spending increase would 
result in a further revision of 
the 1991-92 budget deficit. 
Earlier this month, Mr John 
Dawkins, the treasurer, 
announced an increase in the 
budget deficit from A$4.7bn to 
A$5bn. 

Yesterday's announcement 
said the low inflat ion figure 
was due mainly to a decline in 
housing costs brought on by 
mortgage interest rates that 
have fallen by 12.6 percentage 
points since the December 
quarter, 1990. Petrol prices also 
dropped by 16 per cent from 
the high levels during the Gulf 
crisis 12 months ago. 


Burma’s military 
junta cracks whip 


BURMA’S military junta has 
ordered university and college 
teachers to take courses in 
enforcing discipline following 
renewed student protests last 
year, Reuter reports from 

WwngluA. 

Inaugurating the courses 
earlier this week, Major Gen¬ 
eral Khin Nyunt, the military 
in telligenc e chief, said- "Upon 
reviewing toe December stu¬ 
dent unrest, we find weak¬ 
nesses among teachers In giv¬ 
ing guidance and organising 
their students, and conclude 
they were unable to take pre¬ 
emptive action.” 

’ State radio broadcast his 
speech in Pannggyi, a town 
north of Rangoon, and a tran¬ 
script was seen in Bangkok 
yesterday. 

Khin Nyunt said tin courses 
were for university and college 
teachers throughout the coun¬ 
try to teanh th win patriotism, 
support far the junta's policies 
and how to maintain good 
behaviour among students. 

“The courses will stress 
man-management, man-con¬ 
trol, discipline, leadership, 
morale," be said. 

Students at Rangoon Univer¬ 
sity demonstrated for two days 


in early December calling for 
democracy and the release of 
Nobel Peace Prize-winner 
Aung San Sun Kyi, whose 
National League for Democ¬ 
racy won a landslide victory in 
the May 1990 general election. 

The junta responded by dos¬ 
ing down colleges and universi¬ 
ties throughout the country. 
They had reopened only seven 
mnnthfl (writer following a clo¬ 
sure of nearly three years 
because of a student-led prode- 
mocracy uprising In 1968. 

Khin Nyunt said foe l efoef 
demons tr a tions were instigated 
by both left-wing and right- 
wing politicians backed by 
imperialists abroad. 

The courses would remind 
teachers of the “oppression and 
servitude under imperialism" 
and why the Junta took power. 

The military crushed the 
1988 protests, killing thou¬ 
sands. It has since ignored 
international calls to cede pow¬ 
der to the National League for 
Democracy. 

Khin Nyunt said the junta 
would “never negotiate with 
the imperialists «nn their lack¬ 
eys and minions, and will 
never submit to them”. 


North Korea 

rejects 

N-inspection 

NORTH KOREA yesterday 
rejected a South Korean pro¬ 
posal for early inspections of 
suspected nuclear facilities in 
both Koreas, South Korean 
officials said, AP reports from 
SeouL 

But North Korea said the 
issue could be discussed after a 
meeting of the South and 
North Korean prime ministers 
scheduled for February 18-2L 

The Communist govern¬ 
ment’s move amplified worries 
in tiie south that the north was 
trying to gain time to develop 
nuclear arms. 

A South Korean newspaper 
yesterday quoted an unidentif¬ 
ied government official as say¬ 
ing intelligence reports indi¬ 
cate North Korea may be able 
to start reprocessing unclear 
fuel as early as May. Once 
reprocessing begins, there is a 
danger North Korea could hide 
Its nuclear weapons pro¬ 
gramme, the paper said. 

“Concerns are bring raised 
because the north expressed its 
intention to refuse pilot inspec¬ 
tions," Mr Lee Dong-bok, a 
South Korean negotiator, said 
after meeting North Korean 
offidalSjNews reports said. 



HUNDREDS of trade 


demonstrated 


outside Hong Kong's legislature yesterday, 

demanding flint the g nv er n numt drop plnrm to 
impart workers to ease the British colony’s 
labour shortage, Reuter reports from Hong 
Kong. 

Chan Yuen-Han, a member of the Federation 
of Trade Unions’ standing committee, said 
many of the 500,000 workers represented by the 
demonstrators would strike If the government 
did not give in. He said unions would set up a 
strike fund and organise another rally after the 
Chinese New Year. 


The government, muter pressure from 
employers to ease the labour sh ortage they say 
Is feeding the colony's double-digit inflation, 
last month raised the ceiling on workers to 
25,000. Many of the existing 13,000 come from 
across the Chinese border. 

About 600 unionists waved banners, shouted 
slogans and cheered speeches by unhmists out¬ 
side the Legislative Council (Legco) building. 
Legislators Inside were due to debate a lnnttnp 
calling for a review of the two-year-dld policy. 

Unions oppose the scheme saying it would 
lower wages and put many people out of work. 


Leaders under arrest but Algeria’s opposition battles on 

‘There are plenty more people to take over,’ FIS party officials tell Robert Graham and Francis Ghiles in Al gier s 

worded. Koran-inspired platform is 
almost three years old, but the party 
is well-organised and well-funded, 
often with private Saudi money. 

Neighbourhood committees pro¬ 
vided social services and food for the 
poor, and, when legalised, the party 
offered street-level promises of jobs 
and housing to a population suffer 
lng from chronic housing problems 
and youth unemployment of more 
than 30 per cent And it constantly 
presents itself as the populist cham¬ 
pion of clean government 

The FIS has thus filled a vacuum 
created by the combination of an 
inefficient corrupt bureaucuracy, a 
one-party system which has felled to 
represent the Interests of the utoan 
under-privileged and an economic 


A SET of cramped rooms on 
the first floor of a downtown 
office has become the last 
remaining formal presence in 
Algier s of the Islamic Salvation 
Front (FIS). 

Here, amid a constant flow of 
bearded supporters, party officials 
defiantly await the next move from 
the authorities. Last Wednesday Mr 
AbdeEkader Hflchani, the party’s act¬ 
ing head, was arrested, joining more 
♦fmn 500 supporters arrested since 
the military coup on January 1L Mr 
Abasri Madam and Mr All Ben Hadj, 
the two main leaders, have been 
hp.M in detention since last June. 

Since the party won a majority 48 
per cent vote in the initial round of 
the country’s first multi-party elec¬ 
tions a month ago and the annul¬ 
ment of the second round on Janu¬ 
ary 16, the military-backed 
government has sought to neutralise 
the leadership. By enforcing exclu¬ 
sive religious toe of the mosques, 
the authorities are also hoping to 
deny the FIS its most potent propa¬ 
ganda vehicle. 

“There are plenty more people to 
take over,” declare party officials, 
who angrily blame the authorities 
for moving the political goal-posts by 
annulli n g the ejections and defraud¬ 
ing them of victory. “A movement 
backed by the people like ours will 
not just disappear.” 



On the cam p aign trail T now in jail; Mr (loft) and Mr Warfinwi 


The authorities calculate that 
their measures will play on existing 
divisions within the FIS, isolate 
hardliners and give the electorate a 
pause to ponder whether they wish 
to see the party realise its declared 
aim of Islamic rule. Such tactics risk 
a radicalisetion of toe FIS and a 
marginalising of the moderates who 
have dominated the leadership. 

Mr Hachanl, represented the 
movement’s moderate face, was will¬ 
ing to work out a deal with the mili¬ 


tary-dominated establishment, 
Including Mr Chadh Bendjedid, the 
president who was forced to step 
down on January 11. Indeed, Mr 
Chadli's downfall was largely a 
result of the military's perception he 
would make a deal but then be too 
weak to combat creeping annexation 
of the state by Mamie power. 

Party elements bad also initiated 
discreet contacts with Western gov¬ 
ernments and multinational compa¬ 
nies, the latter of which were 


assured their investments would be 
respected. Mr Hachani carefully 
offered a tolerant version of Islam, 
rejecting comparisons between reH- 
gtouBly mainstream Algeria and rad¬ 
ical Iran. 

But events now favour the radi¬ 
cals who have long argued that the 
imposition of a Western-style democ¬ 
racy was biimiRBl to Islamic rule. 
This haa been the message coming 
from those mosques, where the party 
has its most articulate imamc 

According to Mr M’mida Ayachi, 
author of the first Algerian study of 
the Islamic movement in Algeria, 
the radical side of the party has been 
In a minority in Algerian society, 
which is divided above all rise by 
regional loyalties and the allegenries 
forged during the bitter struggle for 
independen c e from France. 

Operating in semi-clandestinity 
since the early 1980s as an Islamic 
movement, the FIS was one the first 
to take advantage of the February 
1989 legisl ation that permitted a 
multi-party system. Its main exter¬ 
nal inspiration has been the Moslem 
Brothers in Egypt, says Mr Ayachi. 

However, the FES has exploited 
Algerians’ confused cultural iden¬ 
tity, caught between the French- 
speaking, Western-orientated intel¬ 
lectual tradition (particularly 
espoused by the Left) and the new 
nation’s declared aim of bring Arab 


and Islamic. The late President 
Houari Bournedlenne, himiwlf the 
product of an Islamic education, 
encouraged Algeria’s Islamic iden¬ 
tity and ensured the state took con¬ 
trol of religion to counter the weight 
of the Left in the ruling National 
Liberation Front (FLN). 

He established an Islamic univer¬ 
sity in Constantine, changed the 
weekend to Thursday and Friday, 
promoted an extensive mosque 
building programme and accelerated 
Arabisation in schools through the 
import of Egyptian teachers, many 
of whom were Moslem Brothers. 

Mr ChadU continued this process 
by establishing a national network 
of Islamic cultural centres, although 
state-sponsored Islamidsatlon was 
abruptly halted in the mid-1980s 
when he realised the movement was 
undermining toe hegemony of the 
ruling party and conflicted with 
modern economic development 

The subsequent confusion over 
how to deal with this hydra the 
authorities had in part created 
allowed the FIS to emerge as toe 
authentic exponent of an falamii! 
society. This was maA* twHpr by its 
successful infiltration of the 
mosques, which have today, out of a 
total of 9,763, little more than 3,000 
state-approved imams 

The movement possesses no recag- 
niseable ideologist and its vaguely 


favoured the Western educated. 

The party’s appeal to the urban 
poor and disgruntled lower 
of government administration * **» " » 
to go beyond Islam. Thfa Is borne out 
by a study of the Algerian nnMrami 
research centre (Ceneap) which 
found that only 50 per cent.of.F35 
voters wanted Islamic rule. The 
study showed that, in a 25m popula¬ 
tion of whom 60 per cent are less 
than 30 years old, 41 per cent of toe 
voting youth supported the FIS. 
Such support will remain so long as 
the grievances are tm fon tfSed. 


India and 
Israel in : 
diplomatic 
link-up 

ByHttfihCwvwgrln 

Jerusalem 

INDIA said yesterday it was 
OTfoM i ffWttg fhU diplomatic 
relations with Israel for the 
first tins, completing the Jew¬ 
ish state's links with Asia's 
two most populous nations, 
after a similar decision by 
China last Friday. 

The development has evoked 
satisfaction in Israel. Premier 
Yitzhak Shamir noted this 
week that a long period of dip¬ 
lomatic isolation for farad was 
ending. In the past few 
months, most Arab countries 
have engaged Israel in peace 
talks. The former Soviet Union, 
as well as C hin a and India, all 
backers of the Palestine Libera¬ 
tion Organisation, have set up 
diplomatic ties, despite Mr Sha¬ 
mir’s unyielding policies 
towards the Palestinians. 

India, which built a close 
relationship with the PLO 
based partly cm Its bawling rok 
In the non-aligned movement, 
apparent l y saw little point in 
continuing to shun Israel. 
India may also have Its eye on 
Improving ties with the US. 
Israel's main ally. 

Meanwhile, working groups 
to discuss Mid-East disarma¬ 
ment, economic development, 
water and the environment are 
expected to convene this 
spring in Europe, the Middle 
East, Japan and the US. Agree¬ 
ment on more detailed talks 
about regional issues involving 
farad. Its neighbours and other 
nations was reached at the 
multinational forum, which 
concluded in Moscow yester¬ 
day. 

The Palestinians, excluded 
from the forum, want the 
issues of Jerusalem and human 
rights addressed in working 
committees sat up under the 
multilateral umbrella. 

• Mr Sbamir agreed in princi¬ 
ple with the opposition Labour 
party yesterday to hold a gen¬ 
eral election on June 23, Reu¬ 
ter reports. A Labour party 
spokesman said the agreement 
would have to be approved by 
Labour traders tomorrow. 



Setback for 
BCCI sale in 
Hong Kong 

By Simon Holberton 
in Hong Kong 

HOPES that 
Bank of Credit 
and Commerce 
International's 
Hong Kong 
subsidiary 
could be sold 
to a local 
lessened yesterday after It 
emerged that the Abu Dhabi 
owners of BCCI bad not yet 
provided a guarantee promised 
last November. 

Abu Dhabi had promised to 
guarantee the unrecorded lia¬ 
bilities of BCCI Hong Kong 
(BCCHK) for an unlimited 
amount of money and for an 
unlimited fo™* 

Aocording to businessmen 
famfHar with the negotiations, 
tiie Abu Dhabi owners' posi¬ 
tion has changed over the past 
two months and to date the 
guarantee has not material¬ 
ised. 

In November the Indonesian- 
owned Uppo Group, through 
its subsidiary, Hon gkong Chi¬ 
nese Bank, undertook to create 
a new hmiiring comp any , into 


which the assets 
liabilities of BCCHK would be 
transferred. 

Mr John Lee, .managing 
director of Lippo Group, said 
yesterday: If the unrecorded 
liabilities problem is solved, we 
are ready to take over the 
bank.” 

It is understood that the 
receiver has not discovered a 
“b ank within a bank” in 
BCCHK, as have other investi¬ 
gators of BCCTs affaire around 
the world. However, BCCHK Is 
believed to have a “consider- 
able” exposure to other units 
of tiie BCd empire as well as 
being subject to numerous 
holding claims from interested 
parties both within and outside 
Hong Kong. 

Meanwhile. 100 angry 
BCCHK depositors held a rally 
yesterday outside the offices of 
the government-appointed 
provisional liquidator, 
Mr Noel Gleason, demanding 
he make a determination on 
the bank's future by noon 
t o m rorow. 

Mr Gieeson said he would 
have news for depositors 
"quite soon". 

It fa highly unlikely that by 
tomorrow he win bo able to fall 
them whether the hank fa to be 
liquidated or placed under a 
seftaff arrangement. 


Algerian police dasfc 
with fondaraenUlists 

ONE person was killed and 
seven wounded in tlirfoa* 
between security forces itod- 
young Islamic militants,ths 
official Algerian APS asm 
agency reported yesterday, 
Banter resorts from AJgfaft. 

Polka fired shots 
demonstrators angry at an 
attempt to arrest a Ma rtin 
preacher in eastern Afafara. - 
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Tt’s easy to understand the appeal of a Jaguar. 

A Sleek, luxurious and powerful, a Jaguar offers 
the kind of comfort, performance and value that is 
quite foreign to other luxury marques. 

A Jaguar is an inimitable blend of under¬ 
stated elegance, state-of-the-art technology and 
style. 

Whether you opt for the prestige and refine¬ 
ment of a saloon or the dynamic beauty of 
the restyled XJS, you will find superior standards 

° f craftsm anship and 


*■ * engineering. 


Inside, the distinctive quality of hand-stitched 
leather and polished walnut veneers creates an 
incomparable driving environment. 

Jaguar saloons offer new six cylinder 24-valve 
engines, a low-loss catalyst exhaust, colour 
co-ordinated interiors, electrically operated front 
seats and a sophisticated new audio system with 
optional CD autochanger. 

An enormous amount of research and 
practical engineering know-how has gone into 
making the Jaguar a supremely safe car as well as 
a highly stimulating one. 


For instance, the six cylinder saloon’s 
passenger cabin is a strong cell of welded steel 
sections with robust anti-intrusion beams in 
the doors. 

The structural integrity of this cell has been 
proved again and again in crash-barrier tests. 

With power steering, anti-lock brakes and an 
optional Sports Handling Pack, a Jaguar is more 
than a match for any other luxuiy car on the road 
(or on the Autobahn). 

Call your local Jaguar dealer for more 
information and to arrange a test drive. 
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“Why choose a Jaguar over other luxury cars?” 

I enquired. 

“Because,” he said, “they speak my language.” 


JAGUAR 


SPEAKS FOR ITSELF 

Jaguar Cars Limited, Coventry, England. 
Car featured: Jaguar Sovereign 4.0 Litre Saloon. 
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THE BUSH BUDGET 


President sets out to bolster public confidence and avoid damag e to economy with modest mix of measures 

K -;-~ ; ; Push to 

r,ommjinrlpr lar.lrincy firpnower against recession stimulate 


By Lionel Barber, US Editor, in Washington 


short-term 



IT WAS a beautifully 
crafted, politically 
j astute speech. But at 
' the end of his State of 
the Union address to 
Congress on Tuesday 
night, it was clear President George 
Bush had delivered not so much a 

tour deforce as a tow d'horizon. 

Despite heavy advance hilling. Mr 
Bush offered an unexceptional mes¬ 
sage to Americans worried about 
their jobs and their country's future: 
sit tight and stay the course. 

His long-awaited growth package 
turned out to be a modest mix of 
measures designed as much to avoid 
damage to the economy as to bolster 
public confidence in an early recov¬ 
ery. This minimalist response to a 
recession which has endured longer 
than any downturn since the 1930s 
matches the president’s instincts. 
His cautious approach points to one 
conclusion: he has placed his bets an 
a recovery by early summer as the 
platform for re-election in Novem¬ 
ber; a restoration of confidence 
remains the key in his view. 

Henry Adams, the great American 

□ BUDGET ANALYSIS 


essayist, wrote that the president 
resembles the commander of a ship 
at sea. “He must have a helm to 
grasp, a course to steer, a port to 
seek." 

In the past six months, tow people 
have had much idea where Mr Bush 
wished to steer his country. The lon¬ 
ger than expected recession caught 

him off-guard; the fork of an effec¬ 
tive response sent his approval rat¬ 
ing into free-fall. This week, polls 
showed Mr Busb at 43 per cent, half 
of the (admittedly unrealistically 
high) level achieved after the Gulf 
war. In his speech to Congress, Mr 
Bush took the political offensive by 
playing his tested role of command¬ 
er-in-chief. He invoked the images of 
an America triumphant in the Cold 
War and the Gulf war, the pre-emi¬ 
nent power In the world. 

Mr Bush then alluded to the bene¬ 
fits gained from the victorious strug¬ 
gle a gainst Soviet ranunimlsm. He 
spoke of the prospect of an end to 
the nuclear stand-off, through far¬ 
ther significant reductions in 
long-range nuclear forces on land 
and at sea. He also proposed cutting 


a farther $50bn (£27.6bn) in defence 
spending over the next five years, 
beyond the 25 per cent cut in US 
armed forces already planned. The 
Democratic majority in Congress is 
InnVing at CUtS of Up to $100bn as 
part of a “peace dividend", but Mr 
Bush noted that by 1997 he would 
have cut defence by 30 per cent since 
taking office in 1989. “This deep, and 


should withdraw from Kuwait or 
face the full might of the US mili¬ 
tary. On Tuesday night. Mr Bush 
soon revealed that he possesses a 
good deal less firepower to deal with 
the recession. 

The overwhelming reason - but 
one which Mr Bush skirted - is the 
federal budget deficit which bal¬ 
looned in the 1980s and has exploded 


‘It is good to remember... we are 
still and ever the freest nation’ 


no deeper,” he warned. 

It took Mr Bush 17 minutes before 
he mentioned the country’s domestic 
iWffiwiitifti His admission that the 
economy was the nation’s “primary 
problem" was immediately accompa¬ 
nied by a cp H to arms sirnUnr to the 
days of Desert Storm. “I know we’re 
in hard timw, but 1 know something 
else," he said, “This will not stand." 

Those four words, of course, were 
tiw an ttip used to put President Sad¬ 
dam Hussein on notice that he 


under his flrimrnigrrafifl n, 

Yesterday, in his fiscal 1993 bud¬ 
get submission to Congress, Mr Bush 
reveal ed that the deficit is likely to 
reach $399bn in the c urr e n t fiscal 
year - a crippling legacy to fixture 
generations and one which con¬ 
strains his actions. 

In fact, Mr Bush’s principal 
growth measures were not only 
trailed in advance by a White House 
anxious to capture maximum public¬ 
ity in advance of the New Hamp¬ 


shire primary election on February 
18; they are also modest in scope. 

The biggest surprise is an execu¬ 
tive order to employers to withhold 
less in federal taxes from workers* 
pay cheques - a move which the 
White House estimates could give a 
S25bn stimulus to the economy. The 
effect would be to give the average 
family 5350 per worker to spend this 
year; but that amount will be 
recouped by the government next 
year when refunds will be smaller or 
taxes due will be higher. 

Other proposals, which he termed 
“short-term", include a $500 a child 
increase in the personal exemption; 
a $5,000 tax credit for homes pur¬ 
chased before the end of the year; a 
tax credit erf up to $3,750 a year for 
the poor to buy health insurance; 
extension erf federal unemployment 
benefits; a new 15 per cent invest¬ 
ment tax allowance; and a call for a 
phased cut In the capital gains tax 
cat to 1525 per cent 

This last proposal is likely to run 
into stiff resistance on Capitol HDL 

Mr Bush raised the stakes by call¬ 
ing on Congress to pass his package 


by March 20 - an unrealistic dead¬ 
line raising the prospect of trench 
warfare in the run-up to November, 
with Mr Bush railing against a 
“do-nothing" Congress just as Pres- 
dpnt Harry Truman did in 1948. 

The Democrats will countar that 
Mr Bush is a “do-nothing" presfdeot. 
at least when it comes to feulng edu¬ 
cation standards, health care reform 
and other domestic ills. Their case 
rests on a belief that Americans 
want a more activist leads: in the 
White House, that the age qf scepti¬ 
cism about government’s abutty to_ 
solve problems has passed. 

By contrast, Mr Bus h demon -., 
started faith fa Americas optimism, 
the belief that once the recovery 
begins the majority of Americans 
will regain their confidence, spend 
money and vote RupuhUcah. 

“Moods come and go, bat great¬ 
ness endures," said Mr Bush, “and 
maybe for a moment 1ft good to 
rememb er what In tha .daOyXMB 0f 
our lives, we f o r get we are sQH and 
ever the freest nation cm earth - the 
kindest nation on earth — the stron¬ 
gest nattnn on earth." 



budget proposes an array- 
ax chtMnn* intended to 


White House approach signals 
break with Republican past 


By Michael Prowse in Washington 


THE BUDGET represents a 
significant retreat for 
President George Bush from 
past Republican policies. 

For the first time to years, 
the administration is not 
projecting budget balance in 
the medium term. Meanwhile, 
the welter of tax cuts proposed 
to combat recession in the 
short run contradict the spirit 
of the Reagan tax reform act of 
1986, which tried to reduce 
distortions and create a level 
fiwaii playing 

The administration expects 
economic growth to resume 
this spring and accelerate 
through the year. 

The main forces spurring 
recovery are lower interest 
rates and the budget's mild 
fiscal stimulus. The projections 
show gross domestic product 
growing by 2.2 per cent 
between the fourth quarters of 
last year and this year and 
then averaging about 3 per 
cent until 1997. 

Consumer price inflation is 
expected to stabilise at just 
over 3 per cent Unemployment 
is forecast to decline slowly, 
from 6.8 per cent this year to 
5.3 per cent in 1997. 

The short-term projections 
are roughly in line with 
private sector forecasts. The 
longer-term projection of 3 per 
cent growth, however, is 
relatively optimistic. The 
Congressional Budget Office, 
an independent adviser to 
Congress, recently forecast 
growth of about 2.6 per cent a 


'Mandatory 1 programmes are taking 
over the budget _ 

Outlays in bilion 1993 do Bare 
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year after the immediate 
recovery from recession. 

The administration 
attributes the difference to the 
president's growth package 
which it says will raise the real 
growth rate by 0.4 percentage 
points per year. 

Most of the tax measures are 
expected to be inexpensive. 
Excluding the change in 
withholding rules, the total 
impact is to reduce receipts by 
about $5.2bn (£2-87bn) this 
year. 

The biggest revenue loser is 
the temporary investment tax 
allowance for companies, 
which will cost $6.1bn. The 
capital gains tax cut Is forecast 
to raise $600m this year, rising 
to $3£bn next year. 

Tbe most costly proposal - 
the planned increase in the 
personal tax exemption for 


ECONOMIC PROJECTIONS 
(assuming president** 


Actual 

1990 1991 1992 1993 1994 1995 1999 1997 


GDP 

(Constant 1997 $bn) 
Consumer Price Index 
(% change Q4/04) 

Civilian unemployment rate 
(fourth quarter) 

Interest rates, % 

91-day Treasury bills 


-0.1 02 22. 3.0 3.0 34) 22 22 

Z9 3.1 12 12 3.1 

5.9 6.9 18 14 10 5.7 5.8 5i 

7.5 5.4 4.1 4.9 53 5.3 52 5.1 
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children - does not take effect 
until fiscal 1993, when it is 
projected to cost $4.4bn. 

The budget nevertheless 
reveals a substantial 
deterioration in the outlook for 
toe federal ifafirit, both in the 
short end long run. This year's 
deficit is expected to reach a 
record $400bn, compared with 
a projection of $v9ib n this time 
last year and recant estimates 
erf about $350bn. 

More serious, the 
administration has abandoned 
hope of achieving budget 
balance in the medium term. 

The deficit is not expected to 
fen significantly below $200bn 
(about 3 per cent of GDP) in 
the next five years. This time 
last year, Mr Richard Daman, 
tiie budget director, projected a 
modest surplus by 1996. 

Mr Darman, however, says 
this budget is prudent The 
administration has not as 
many feared, abandoned the 
discipline of the 1990 budget 
enforcement act 

The president has not raised 
the caps on discretionary 
spe nding programme s, n or 
transferred spending between 
different sections of toe budget 
- for example between defence 
and domestic programmes. 

He points out, however, that 
as a tnattor of arithmetic top 
proposed defence savings of 
about $50bn up to 1997 are 
roughly sufficient to offset tbe 


SPENDING, REVENUES AND DEFICITS ($bnr 



1991 

Actual 

1992 

Budget 

1993 

Budget 

1994 

Budget 

1995 

Budget 

1998 

Budget 

1997 

Budget 

DISCRETIONARY SPENDING 
Domestic 

195.4 

216.2 

224.7 

229.8 

OfO 0 

286.9 

286.8 

Defence 

319.7 

8125 

281.6 

283.7 

288-5 

286.5 

289.8 

International 

19.7 

20.1 

20.8 

21.4 

2ia 

21.6 

21J2 

Total Discretionary 

534.8 

549.2 

537.0 

534.3 

537.0 

544.8 

547.8 

MANDATORY SPENDING 

508.7 

7712. 

785.9 

709-5 

756.3 

809.6 

872.6 

Net Interest 

194.5 

196.8 

213.8 

281.8 

2422 

253.0 

268-2 

Total Outlays 

1.328.0 

1,475.0 

1,518.7 

1.474.8 

1,535.5 

1.607.5 

1.688-6 

REVENUES 

1.054.8 

1,075.7 

1,164.8 

1.288.4 

1,348.5 

1,427-5 

1,501.8 

DEFICIT 

-268.7 

-899.4 

-351.0 

-211.4 

-192.1 

-180.0 

-181.8 


‘Exdumng eompnttwnl* 


Saurm: Offfom at Ua/rngm^tn tnd Bvtfggf 


cost of the proposed $500 per 
child increase in the personal 
tax exemption, which is the 
most costly of the president's 
[wmwnmt tax changes. 

The administration is willing 
to amend the budget 
enforcement act to allow 
defence cuts to be used as an 
offset if Congress objects to 
other cuts needed to finance 
the rhilri tax exemption. 

Mr Darman Haims that the 
president’s policy propos als, by 
gthrmlatmg Easter growth, will 
more than pay for themselves. 
Relative to business as usual, 
they would rednee the deficit 
by a total of S66bn by 1997. 
Why then has the deficit 
outfook deteriorated? 

In the short term, the 
recession is to Mann*. Over the 

Irmg pr ran, Mr Dar man singles 

out the explosive growth of 
spending on mandatory or 
“entitlement” programmes. 
Total mand atory spending is 
projected at $767bn next fiscal 
year, more than half the total 
federal budget 

The biggest programmes are 
pensions and health care for 
the elderly and poor. 
Mandatory spending is 
expected to rise at an annual 
rate of 72 per cent over the 
next five years. 

Mr Damian says that if 
growth of mandatory 
programmes were restricted to 
compensate only for inflation 
and population growth, 
cumulative budgetary savings 
of nearly $390bn over the 
next five years would be 

pnssihlB- 

He therefore proposes to 
remedy a “fundamental flaw to 
the present system of budget 
discipline" by introducing a 
specific cap on growth of 
mandatory programmes akin 
to the caps on discretionary 
programmes agreed in 1990. 

Under his proposed cap, 
mandatory spending would be 
permitted to grow 3.5 
pftr pfl ntiig p points a year fa**tpr 
than population plus mnsurner 
price inflation. If 
comprehensive health care 
reforms were introduced, this 
ceiling would he reduced to L6 
percentage points to excess of 
population growth and 
inflation. 

The administration says 
tougher controls of mandatory 
spending are “inescapable" if 
deficits are to be controlled to 
the future. It remains to be 
seen, however, whether curbs 
on highly popular entitWun eTit 
programmes will prove 
politically possible. In an 
election year, the answer is 
almost certainly “no”. 



Vice-president Dan Quayle (top left) and TTirenas Foley, Speaker erf the House, applaud 
George Bush during the president's annual State of tire Union address to Congress 

□ HEALTH CARE 
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of tax 

boost short-tom •emtemfe 
growth, writes . Michael 
Prowse. Bluest s u r prise Is i 
gsshn <£l&Jtim) cut to the 
SBWrf rf PBUM l tn w aii 
to be witbhcMby qngloym 
tWsyaar. TSds wm boost tor 
dtipoMfcfe tneamot Oa rav 
age married couple by about 

The saw dost not mod 
■- mto wdoori T^thorinff— - - 
- lower withhcUfag irf toy: 
should take effect by March & 
ff not before. Bat total tax lia¬ 
bilities will not be reduced: 
over time, became tax refrradi 
due next year wm be anie-. 
spotoUngiy ' Seduced. Other 
temporary measures that do 
require Congressional 
approval include: ■ - V.' 

• Temporary tax erodit far 
(bat-time home buyera of ie 
per cent <rf purchase pride up 
to m fir baying before*®., 
nary next year. Tbosrasfitag- 
booses at a toes would be aU* 
to deduct tomes in enema of » . 
per cert of income. .. . 

• A temporary investment 
tax allowance, emrivatat told 
_per cent of purchase price of 
assets (not real estate!' If pmS, 
chased before next January 
and put in service by dune 
1989, in addition to extating, 
depredation allowances. ' 

Proposed permanent tax 

• An Increase in the poaonal 

wr u mHw. w — Mil ■ aun 

sodv by$500 for each child, 
airier 18, to taka effect foam.. 
October L The relief would be 
phased out foe famfllta earn- 
Jong more then $157,000. 

• A cut to the maximum tax 
on capital sains, now 18 per 
cent to 1&4 per cant far maria 
held for more than three 
years, 19A per cent far aaaeta 
hrid for two years and X&8 per 
cent for assets hrid one veax. ■ 

• A new naxlbh todtvMusl 
Retirement Account-CRRA). 
Individuals earoinr no to 
960,000 (cowtoaU&MQQ) 
would be able to contribute 
$2,500 per person. No tax 
deduction up front but interest 
would accumulate tax fete If 
deposit held for seven yean. 

• Liberalisation of existing 
Individual Retirement 
Accounts (KAs). Waiver of 

_ an withdrawals to 
medical and educational 
Firat ti me home buy . 
era an also withdraw op to 
$ 10,000 for deposits «m homes. 

• Permanent extension of 

RAD tax credit A 20 per emt- 
tax credit for selected RAD 
spending had been dne to and . 
mis June. . 

• Allowing developers and 
renovators of houses to dadnet 
“passive tosses” an ml: estate 
transactions; Allowing a tax. 
deduction far interest on tows 
to pay far college or poateeo-' 
ondaxy vocational education, . 

• Repeal of luxury tax on 

boats and aircraft bat riot 
other items. Health care., 
rriocm plans also caD for a tax = 
credit for poor of up 

to $3,700 to help, finance 
iwwiith insurance pram te ms. "- 


penalty 
fond me 


MAIN POINTS 
OF BUDGET 


B Economic recovery to 
begin In spring; 3 per cent 
growth over medium term. 
B Budget deficit to rise to 
record $400bn this year 
and not dip much below 
$200bn over next five 
years. 

■ Change in withholding 
tax rules to provide $25bn 
short-term stimulus. 

■ Increase in personal tax 
exemption of $500 per 
child from this October. 

■ Proposed cap to control 
spending on mandatory 
"entitlement" programmes. 

■ Defence budget cut a fur¬ 
ther $50bn over next five 
years; big weapons pro¬ 
grammes cancelled. 


Proposals steer clear of details 


By George Graham in Washington 


PRESIDENT George Bush 
pl a ns to put forward a compre¬ 
hensive plan to reform tbe US 
health care system next 
month, but in his State of the 
Union message on Tuesday 
and in ye sterday’s budget he 
put forward only the bare out¬ 
lines of his scheme. 

The plan afrn» to guarantee 
access to health care for all 
poor families through a trans¬ 
ferable health insurance 
voucher, which the administra¬ 
tion says will be large enough 
to buy basic coverage: $3,750 
(£2,071) for a family. 

Middle-class families, the 
administration says, will be 


allowed to deduct more of their 
health care expenses. 

The ad mini s trati on also aims 
to solve the problems umafi 
businesses are facing in obtain¬ 
ing affordable health insurance 
for their employees by pooling 
arrangements to give them the 
same buying power as large 
corporations. 

Mr Bush explicitly rejected 
two of the reform proposals 
adopted by tbe Democratic 
opposition: either a Canadian- 


employees or paying towards a 
state scheme. - •• 

He called for greater use of 
managed , health plans, a 


- «— O" ajar 

tem or un “play or pay" sys¬ 
tem whereby companies would 
have to choose between provid¬ 
ing health coverage for 


a reform of medical 
tice law as ways to cotarci the' 
soaring cost of health, cars*' 
which nis budgri director, Mr 
Richard Darman, said yestaF- 
day was “cm an unsustainable 
path — threatening to. con¬ 
sume an imposrihtopngwrtioh 
of gross domestic product". 

But critics said these me*, 
suns appeared inadequate Jn, 
the face of medical inflation - 
towing lfl per cent a year for 
the last five years. 


- — -—o- —* “ uve JCtilO, 

□ DEFENCE SPENDING 

Cheney concedes ground on costly and controversial progr amm e 

AS US recession bites ^^^ 

deeper, the clamour for a by gUap se shifted to prototype (level- the cancellation of the Mrigetman to research. Navy canter battle gro 

“peace dividend" after the end B five_year savings small inter-continentalblm?tic Theratsappear to snare the F -22 £ *** U rest 

rathe Cold War has grown, • B2b01 ° ber -V 1 ^ “ohmgerne^s this new class of of S3.4bn. missile, bat these will be nsrtfoito Force fighter wins*. . 


AS THE US recession bites 
deeper, the clamour for a 
ace dividend” after tbe end 
the Cold War has grown, 
writes George Graham. 

Mr Richard Cheney, US 
defence secretary, has held the 
Hwe against radical cuts in mil¬ 
itary spending. He has warned 
repeatedly that nuclear mis¬ 
siles continue to be produced 
and deployed on the territory 
of the former Soviet Union, 
and has cautioned against leav¬ 
ing the US with a hollow mili- 
tary structure to face an uncer¬ 
tain future. 

In his spending proposal for 
the 1993 fiscal year, Mr Cheney 
has crane up with a request for 
$267.6bn (£147.8bn) of budget 
authorisation, cutting 7 per 
cent in inflation adjusted terms 
from tbe 1992 budget 

“The disintegration of the 
Soviet Union has reduced the 
threat to us interests and elim¬ 
inated the urgency for produc¬ 
ing several advanced weapons 


AMONG programmes affected by 
planned budget savings are: 

• The B2 bomber. The Pentagon 
has far years demanded 75 of the 
stealth bombers bntit by Northrop 
Corp in California, but Mr Cheney 
has now agreed to halt the pro¬ 
gramme at 20 aircraft, saving 
S14.5bn (£8bn) over the next five 
years. 

Congress, however, may emOm^ 
to demand an hw» to 

the R2, limiting the Air Force to 
the 15 aircraft already nnrfpr con¬ 
struction. 

# SSN -21 Seawolf submarine. 


With the collapse of the Soviet 
Union, the Pentagon has agreed it 
no longer needs this new class of 
nuclear attack submarine, whose 
prototype is und er construction at 
General Dynamics’ Electric Boat 
division in Groton, Connecticut. 
Savings over five years should 
total $17Jnm. 

• Comanche helicopter. This light- 
armed scoot helicopter was muter 
development by Boring and Sik¬ 
orsky, but the Army will now make 
do with its tpadff and Qowa fleet, 
upgraded with the new Longbow 
fire control radar system. Efforts 


win be shifted to prot o typ e devel¬ 
opment, yielding five-year savings 
of $3.4bn. 

• ADATS missile system. The lim¬ 
ited air threat to US grou n d forces 
from anyone but the Soviet Union 
has led Mr Cheney to end the Air 
Defence Anti-tank System under 
development by Martin Marietta in 
Florida. 

The army will use existing 
Patriot, Hawk and Stinger missile 
systems and develop an improved 
aircraft tracking system, saving 
$L7bn over five years. 

Other savings should come from 


the cancellation of the Mrigetman 
small inter-continental ballis tic 
missile, but these will be partially 
offset by spending on an improved 
guidance system for the Minute- 
man m I CBM. 

The Pentagon also plans to drier 
development of the Army’s Block 
m tank and the Losat infantry 
anti-tank weapon; forego engineer¬ 
ing and manufacturing develop¬ 
ment for the Amraam air-to-air 
missi l e , which is due to replace the 

Sparrow; and limit spending on the 
Navy’s fixed distribution system 
underwater surve illance net work 


systems," Mr Cheney said yes¬ 
terday. “We can now afford to 
be more deliberate in the pace 
at which we modernise our 
armed forces.” 

Mr Cheney has agreed to 
abandon some costly and con¬ 
troversial programmes, such as 
the Seawolf submarine or the 
B2 stealth bomber. The nuclear 
arms reduction proposals now 


being discussed by President 
George Bush and President 
Boris Yeltsin of Russia offer a 
further opportunity to cut 
spending on the strategic com¬ 
ponent of the US forces. 

hi particular, the Pentagon 
plans a new approach to 
defence acquisition, concen¬ 
trating on research and devel¬ 
opment and allowing proto- 


to research. 

The cuts appear to spare tire F-22 
Advanced Tactical Fighter pro _ 
gra mme managed by rnririinfl* my| 
McDonnell Douglas’s C-17 trans¬ 
port aircraft, and the administra¬ 
tion is a sking for a 31 per cent 

increase in funding for the auttbat 

JjsJk "jrcgf Strategic Defence Ini¬ 
tiative to $5.4bu. 

Overall, savings in programme 
budget authorisation for 1993-97 
should total $50.4bn f although 
sayings m actual outlays are expec¬ 
ted to total only $27.4bn over the 
same period. 


Navy canter battto groups, and 
15 active and n reserve Air : 
Fbrce fighter wings. : 

"The plan for downtiximf 
mid reconfiguring our forces to 
the Base Force level to:botfc' 
prudent and fawiiiy rit ri ta M fc 
Faste reductions risk destroy- 
fas the cohesion, morale and 
military effectlvenwg; of 
today's forces,* he warned; to 
nis 1992 military strategy - 


types to move Into production 
only when it can be demon¬ 
strated they work and are 
needed. This approach could 
help avoid some of the costly 
white elephants the Pentagon 
has been burdened with in 
recent years, but it terrifies 
defence contractors, who argue 
that even if military technol¬ 
ogy is preserved, the industrial 


base necessary for eventual 
production win be last 
The Pentagon bas barely 
adjusted its plans for a reduced 
conventional force structure 
since Mr Bush unveiled the 
Base Force concept in 1990 - 
after toe fan of file Berlin Wan 
but before Operation Desert 
Storm and before the collapse 
of the Soviet Union. 


The Base Force already 
envisaged a 25 per cent reduc¬ 
tion in the US force structure 
over five years. 

The plan built on strategic 
deterrence coupled with a new 
effort to protect against 
nuclear missiles through the 
Strategic Defence Initiative 
(SDD; forward US tram pres¬ 
ence in Europe and the Pacific; 


the ability to respond to crises 
such as in the Gulf war, and 
the capacity to reconstitute 
forces in the future should 
some need arise. 

General Colin Powell, chair - 
man of toe joint chiefe of staff, 
aigues it would be dangerous 
to cut below toe Base Force 
level of 12 active and six 
reserve Army divisions. 12 



Mr Cheney describes toe. 

demands riCtongram for featar. 
and deeper cuts at “hoawiih’Y 
but the $S0.«ba of 

1 win bring over tbe on* 
i years seem unhkahr to tab 
’ evanfeilaw Rspcbucma, 
sot Congress Itself has 
. - ■ - reluctance to cut trot# 
in particular — 
which would have 

toflgfotootoandwflfosS 

*otu weapons programmes 

that are buSfia thSSSSS 
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p I IS-Sbviet weapons control 


THE DISARMAMENT RACE 
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Sense of urgency prompts Bush 
to adopt unilateral tactics 
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BypaifW WWt®, Defence Correspondent 

JU the six months since the US 
-ud tfceSavdrtTMon signed 
fa. fflar rifreaty, agreeing for 
the first time to cot their 
loBg 48 h&e xiodnar arsenals, 
j^whafe context of nuclear 
^ controi has been trans- 


Tbafwaiy.set reductions of 
about' 80 j»r centover seven 
««*,When•■ It was finally 
igpeiafterprotiacted negoti- 
^ ^jgoffidalB had become 
dubions about prospects for 
rontUrahig the process and 
aboottbs aUl^ty of the Soviet 
gystamto absorb morecnts. 

fij&'Atffiistioxip attempt in 
the first 
akahwi to ttatmrttook. Seising 
W bai BaWvthOugJit could be a 
last -owertmiity. President 
George Bush .announced a 
range otpropoeato mixed with 
«Trfi«fer al gertttM in Septem¬ 
ber. Having »evjoasly staved 
off n^otteS^Tdth' the Sovi¬ 
ets on. shdri»ange nuclear 
weajHHB^^osiBd with armies 
in Barege,- thev US moved to 
scrap the weapons altogether. 

Other 'measures included 
removing tactical nuclear 
weapons from ships arad stand¬ 
ing dawn fromakrt the US Air 
Pome's strategic bombas and 
misdtes: due to- be scrapped 
under Start, 

Tuerfaj^s.proposals reflect 
rtik new-anoroach of unilateral 
and're^nOCal-measures in 
place of negotiations. They axe 
motivated % a dear sense of 
urgency. StockpGes buflt up to 
addesh setari iy tia outfi a nal- 
ance Of destructive power have 
becom lh tiffl forma- Soviet 
Unions g-scmroe of potential 
insecurity. .'' ; - 

The US has long wanted to 
tackle toe Soviets’ multiple- 
warhead intercontinental bal¬ 


listic missiles (ICBMs), espe¬ 
cially the SS-18, the biggest 
weapon in either country's 
armoury. Under Start, the 
number at SS-lfis is due to be 
halved. Mr Busb proposed In 
September an agreement to 
ban land-based ICBMs with 
multiple warheads altogether, 
and his latest proposals are 

aimed at achieving that 

The SS-18s, based in silos 
with 10 independent warheads 
each, are seen as the most 
“destabilising” of weapons, 


rlne-launched ballistic missiles. 
The US deploys 16010-warhead 
Poseidon missiles and 480 
eight-warhead Trident C-4 and 
D-5 missiles, malting a total of 
up to 5,440 strategic warheads. 
Mr Bush’s offer to cut these by 
a third would bring these num¬ 
bers roughly into line with 
Russia's submarine firepower. 

However, the proposed cuts 
would give the US submarine 
force a greater relative weight 
than now in the nation's 
“triad" of nuclear forces - air. 


WEAPONS BUSH WANTS TO ELIMINATE 

1 find hwd intercontinental missiles 
wRh multiple warheads 

Typ» 

Nuaibw 

Warheads 
per mJssfle 

Location 

08 SS-18 

308 

10 

Kazakhstan, Russia 

SS-24 

96 

10 

Russia. Ukraine 

SS-19 

300 

6 

Russia. Ukraine 

SS-17 

47 

4 

Russia 

US MX Peacekeeper 

50 

10 

Wyoming 

*M1 nuts men HI 

500 

3 

N. Dakota, Montana, 
Wyoming 



*7o to MM tot with tingle awftMtf 


because their launch sites 
would be prime targets and the 
c ommander s In charge of them 
would be likely to fire *hwm off 
as soon as possible to avoid 
their destruction. By contrast, 
in the US view, submarine- 
launched weapons, in 

the depths of the ocean, are 
ideal for wielding the threat of 
riposte to a nuclear aggressor 
and are therefore “stabilising”. 

However, this position 
appeared disingenuous, given 
that the Soviets held superior¬ 
ity in land-based ICBMs and 
the US both numerical and 
technical superiority in subma- 


land and sea - all of which are 
affected by the proposals. 

If Russia accepts the propos¬ 
als, they would mean eliminat¬ 
ing 1^500 of the 2,450 warheads 
on US land-based ICBMs. Plans 
to deploy the 50 modem MX 
Peacekeeper missiles on rail- 
care had already been stopped. 
Now these 10-warhead migrfiM, 
able to target different dties, 
would be eumlnated. The 500 
MmntPtwwn m mimriTfiB would 

have their warheads reduced 
from three to me, effectively 
doubling the reduction that 
was expected under the Start 
t reaty. Some strategic bombers 


AMERICAN NEWS 


US output shows 0.3% 
rise in fourth quarter 


THE US economy grew at an 
annual rate of OlS per cent in 
foe fourth quarter of last year, 
tat contracted over the course 
of a©-foil” year for the first 
time! in: nine years, Renter 
reports from Washington. 1 
Figures released by the Com¬ 
merce Department showed that 
gross domestic product shrank 
0.7 per cent during 1991. In the 
previous year it had grown by 
ascam Iper omt 
The-foil, last year was the 
first decline to national ou tput 
since . J9& when goods and ser- 
vicqs pfodnctian dropped 2J2 
per cent aff the economy went 
through‘the last recession. 

GDP grew, at an animal rate 
of L4 per cent in the second 
quarter of last year and then at 
an annttri rate of L8 per cent 
faufoe-tii&tf-qnmter. But before 


that, it had shrunk for six 
months in succession. 

The estimated growth of 09 
per cent in the fourth quarter 
is subject to revisions over the 
next two months. 

Real net exports increased 
by {2291m during the fourth 
quarter last year after drop¬ 
ping by £L89bn in the third 
quarter. 

The Commerce Department 
said spending by consumers 
&& by f9bn in the fourth quar¬ 
ter after an $189bn third queer 
ter increase. 

Government purchases of 
goods and services dropped by 
CL49bn in the fourth quarter 
after foiling $&2im in the third 
quarter. 

Business investment 
declined by $3.1bn in the 
fourth quarter after foiling 


$49bn in the third quarter. 

The GDP report indicated 
inflation was well In check as 
1991 ended, with prices increas¬ 
ing only at a 1.7 per cent 
annual rate in the fourth quar¬ 
ter compared with 2 1 per cent 
in the third quarter. 

For all of 1991, the implicit 
price deflator measure of 
prices want up 39 per cent, the 
smallest rise since a 39 per 
cent increase in 1987 and down 
from 49 per cent in 1990. 

Private forecasters do not 
expect the economy to rebound 
strongly until mid-1992. 
Strength in the second half of 
the year is expected to come 
from companies rebuilding 
depleted i nvent ories and from 
the stimulative impact of lower 
interest rates on housing and 
an consumer spending. 
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Iran ‘took US military exports’ 


By Ahan Friedman In New York 
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THU US'. Department of 
Commeroe."am>roved nearly 
|6ftn wokfocf mifitazlly usefol 
US esparto to Iran in the 12 
k months ; W; fort September, 

■ including equipment that 
could brip make unclear weap¬ 
ons, acdirdlng to a report 
released ; yesterday by the 
Wadringtou-based Wisconsin 
on Nuriev Anna Can- 


Professor Gary bfilhoIUn, 
directcr of toe Wfrcomdn Proj¬ 
ect, yCBtrirday said the Com¬ 
merce Department approved 
some erf the licences in spite of 
tapoidtfon from toe Pentagon 
and the State Department. 

Restrictions'- applied to 
exports..ef militarily useful 
eqmpment to^'-ban because of 


Iran's status as a supporter of 
terrorism US export law. 

The approvals ware of dual- 
use equipment, meaning that 
the items could have either 
civilian or military applica¬ 
tions. This is an important 
loophole for the Commerce 
Department which means the 
shipments would not have 
been 'jflpgai A ghnflar series of 
shipments of such dual-use 
equipment to Iraq occurred fol¬ 
lowing Commerce Department 
approval of exports between 
1985 and 1990. 

Prof Mllhollin said that 
among the exports approved 
woe that could clearly 
be used for the making and 


He said the categories of 


equipment fonhuted 
that can be used for the 
of nuclear weapons; naviga¬ 
tion, direction-finding and 
radar equipment useful for 
missile guidance and targeting; 
oscilloscopes used to process 
the rapid ai gnalu from nuclear 
weapon tests; and compasses, 
gyroscopes and accelerometers 
used in missile guidance 
systems. 

The Commerce Department 
reacted yesterday by saying 
that while it had not seen the 
Mllhollin report, it wished to 
note that H aS of these licences 
were decided in accordance 
with export control policies, 
following inter-agency review 
and with Congress being 
informed.” 
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Standrby loan for 
Brazil likely 

THE BOARD of the International Monetary 
Fund was expected last night to approve a $2bn 
stand-by loan for Bresfl which should pave the 
way for accords with the country's cr ed it ors, 
reports Ch rigtfnn Tiwnh fn SftO P&ulo. 

There Is, however, doubt over the govern¬ 
ment's ability to meet the economic targets 
needed to secure later disbursements under the 
stand-by taaii lto money is to he disbursed in 
seven equal quarterly instalments, with toe first 
released On board ap p roval.rad later tranches 
depend^ <m econcBnic perfnmance. 

In its' letter of intent, Brazil has pledged to 
turn its fiscal' defleit hrtn a surplus of 2.4 per 
cent of GPFrand to bring down monthly infla¬ 
tion ( 2 ( per; cent fort month) to 2 per cent by 
yteD>^L!Mfodicatois l though, show infla- 

SiiS£?f&mdo Conor’s government has 
b een negotiating fols loan since it took office 
almost two years ago. ■ 

The foah ahould shore up the position al Mr 
Mardho Marque Morelia as economy minister. 

Ml • Mbdifll- . fbimHiwamg^ TMR wumag in g director, 

is said to ban warned board members that, if 
the loan were iibt granted, Mr Morrira would 
very Hfceiy be superseded by someone lees ortho¬ 
dox, returning JSnaSL to a cycle of shock plans 


Top Peru official 
alleges drug links 

HR Hernando de Soto, top adviser and personal 
representative of President Alberto Fujimori of 
pern, resigned this week amid accusations of 
government involvement In drugs-related cor¬ 
ruption, reports Sally Bowen in Lima. 

Mr de Soto had been Mr Fujimori’s principal, 
if informal, Hnk for some 20 months in negotia¬ 
tions with toe US, Initially over re-estabHsb- 
mont of Peru’s international fin anc i al rela tions 
and later on the bilateral anti-narcotics agree¬ 
ment signed last May. 

More recently he had been developing con¬ 
tacts with Europe-based multinational corpora- 
tions to secure assistance for an ambiti ous p ro- 
gr a m m e to cultivate other subtropical crops in 
pi new of coca, which yields cocaine. 

Mr de Soto alleged, in a hard-hitting resigna¬ 
tion letter, that officials in Peru’s coca-growing 
zon es are co-operating with drug txaffiraers. 
This allegation, made at such a high level, will 
severely embarrass the president and further 
je o pa rdise US aid related to combatting drugs. 

Elsewhere in his letter, Mr de Soto sald Latin 
American stabilisation programmes in general, 
and Peru’s in particular, had benefited only 
those dose to power. 

President Fqjimozl Is due in Britain next 
week to give a lecture on toe problems of 
drugs-trafficking and the environment 


would be converted to non-uo- 
dear use. 

These proposals are in addi¬ 
tion to unilateral measures: 
curtailing the hlghlyexpenrive 
B-2 stealth bomber programme, 
scrapping development of the 
new US single-warhead mis pfle 
known as Midget man, and 
halting warhead production for 
the Trident D-5. 

The main aim of the propos¬ 
als is to secure the eHmhn>«»vi 
of the S5-18s based in Kazakh¬ 
stan and Russia and the mod¬ 
ern SS-248 in Russia and 
Ukraine. These weapons, 
known in Nato parlance as 
“Satan" and “Scalpel", amq p q a 
total of more than 4900 war¬ 
heads, 1,400 of which were 
already due to go under the 
terms of Start. Also covered 
would be the more lightweight 
SS-19 and SS-17, which like the 
SS-18 were introduced in the 
mid-1970s, with some 2,000 war¬ 
heads between them. 

Some of Mr Bush’s mea¬ 
sures, however, are simply a 
matter of facing up to hard 
realities. The cost of North- 
rop’s B-2 bomber had made it a 
principal candidate for budget 
cute. Planned numbers bad 
already been trimmed from 132 
to 75. The production run is 
now set to stop at 20, resulting 
in an estimated cost per air¬ 
craft of {2bn. 

The stopping of Trident war¬ 
head production - which 
means that the US will, for the 
first time since it has had 
nuclear weapons, no longer be 
producing any warhead - fol¬ 
lows a two-year shutdown at 
the fodlity at Rocky Flats, Col¬ 
orado, where the plutonium 
cores are produced, pending 
resolution of environmental 
and safety problems. 



□ Russian proposals 

Yeltsin offers 
limited hopes 


The Trident missile: still has some mileage in it 

□ Britain and Trident 


By Leyte Boulton in Moscow 

PRESIDENT Boris Yeltsin of 
Russia returned to the Interna¬ 
tional arena with typical flam¬ 
boyance yesterday, after his 
mysterious disappearing act 

He unveiled a series of Rus¬ 
sian disarmament proposals, 
which were seen as the presi¬ 
dent wanting to “nail down his 
position as the man in the driv¬ 
ing seat," said Mr Andrei Kor- 
tunov, a researcher at the 
Moscow-based Institute for 
USA and HanaHa studies. 

However, following the col¬ 
lapse of toe Soviet Union, not 
all the foreign policy and 
defence levers are in Mr Yelt¬ 
sin's control He recognised as 
much when addressing west¬ 
ern anxieties as to who would 
ratify the Start treaty on 
long-range nuclear arsenals, 
originally concluded by the US 
and the then Soviet Union. 

Making a start at least, he 
said that the Russian parlia¬ 
ment would ratify the treaty, 
and he invited the parliaments 
of Kazakhstan, Belarus and 
Ukraine to follow suit. 

Mr Yeltsin's greatest room 
for manoeuvre lies In his prom¬ 


ises to cut the research into, 
and production of, missiles and 
other military hardware, since 
Russia controls most of the 
purse strings in the Common¬ 
wealth of Independent States. 

Speaking for other republics, 
he announced that Russia, 
with Kazakhstan and Kyrgys- 
tan, would reach agreement 
with China to cut forces on 
their common borders. 

Mr Yeltsin, who is to arrive 
in London today before depart¬ 
ing for the US, also sought to 
reassure western opinion about 
fears of a dispersal around the 
globe of the former Soviet 
Union's nuclear scientists and 
materials. But he was issuing a 
statement of Russian intent 
rather than an overall promise 
on behalf of the former Soviet 
Union. 

He said Russia would adopt 
domestic regulations to limit 
exports of materials and equip¬ 
ment that could be used to 
build nuclear, chemical and 
biological weapons. But that 
will not stop Tajikistan, for 
instance, from selling nuclear 
materials. 


Deployment of submarines to go ahead 


NUCLEAR ARMS cuts proposed by US 
President George Bush will not deter 
Britain from going ahead with plans to 
deploy Trident ballistic-missile subma¬ 
rines, with much greater potential fire¬ 
power than its current Polaris system, Mr 
Tom King, defence secretary, said yester¬ 
day, writes David White. 

The Bush proposals, which include oat- 
ting submarine warheads, would not 
affect the UK’s plans for obtaining Tri¬ 
dent n missiles from the US. 

However, he did not specifically rule 


out the possibility that Britain’s Trident 
force, due for deployment in the mid- 
1990s, might go to sea with less than its 
full load of warheads. 

The new submarines - three under 
construction and a fourth due to be 
ordered soon - will carry up to 16 mis¬ 
siles, with up to eight British-made war¬ 
heads each, compared with two or three 
on the current system. This means a max¬ 
imum of 128 warheads per boat 

Mr King mid that the UK needed the 
full fleet of four submarines for “opera¬ 


tional security”. They would carry “the 
minimum load necessary" - he did not 
say what that would be. 

Britain had to pose a credible threat of 
unacceptable damage to an aggressor, he 
said, arguing that such a threat was not 
In the same league as that of the US or the 
former Soviet Union. 

However, Britain has previously felt 
obliged to conform with the spirit of US- 
Soviet nuclear arms agreements. Plans for 
an air-launched mlssUe were geared to a 
range of under 500km, for Instance. 
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Poor computer 
security ‘costs 
£l.lbn a year’ 


By Alan Cane 

BREACHES of computer 
security cost UK business at 
least SL lbn ann ually, accord- 
log to a surrey of 900 compa¬ 
nies published yesterday. 

The surrey confirms that 
computer misuse, whether 
accidental or deliberate, is 
widespread. More than half of 
fee companies questioned said 

they had suffered a rignMnant 
security breach In the pest fire 


The most serious Incident 
recorded in the survey 
involved a fire and Hood which 
de st royed ell of a com¬ 

pany's co m p u te r s. The immedi¬ 
ate cost was £8m; the long 
term cost, £24m. However, the 
company was back In business 
within a weds because it had 
effective contingency plans. 

The survey was earned out 
by the National Computing 
Centre, wife support from fee 
UK computer group ICL (which 
is 80 per cent owned by Fujitsu 
of Japan), the Department of 
Trade and Industry and Elsev¬ 
ier Publications. 

The survey's other conclu¬ 
sions include: 

• Some three-quarters of 
respondents had not yet 
changed their disciplinary 


measures to meet the condi¬ 
tions of the Computer Misuse 
Act, although most indicate 
they intend to do so in the next 
12 months. 

• Losses from physical 
breaches (which include theft. 
H oming , fire and flood) and 
logical breaches (such as 
"hacking" and software 
"viruses") are approximately 
equal, at 2580m and £530m 
respectively. 

• There Is still a reluctance to 
inform the police about losses 
from both physical and logical 
attacks. 

Electricity supply or other 
equipment failure was the 
oust likely cause of a physical 
breach, followed by theft. The 
most common cause of a logi¬ 
cal breach was the introduc¬ 
tion of unchecked or Incorrect 
software; equally common was 
the Introduction of software 
rfarfgwwH deliberately to be dis¬ 
ruptive, such as "viruses'' or 
“Wan Horses". 

The average cost to a com¬ 
pany of a "hacking" incident 
was £23,000; the largest cost 
recorded in the survey from 
"hacking" was £50,000. 

Details from the NCC, telephone 
(+61)2286333. 



BRITAIN IN 
BRIEF 
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Investors may . 
lose insurance 
compensation 

Insurers are uo longer wiping 
to provide cover for tbs font* 
tors' compensation scheme 


Touchdown: a BAei46 lands at London City Airport during trials. The airport's first jet services will begin in March to ^ 

Swiss carrier to fly jets to Docklands EmSS** 


By Paul Betts, Aerospace Correspondent 


LONDON CITY Airport 
yesterday received a boost 

with the announcement that 

Crossair, the Swiss regional 
carrier controlled by Swissair, 
will operate jet flights from 
Zur ic h to fee Docklands air¬ 
port from March 3d 

The Swiss carrier also said it 
was dropping its current daily 
service from London's Stansted 
airport to Basle next month 
because of inadequate demand. 

Crossair will be the first car¬ 
rier to operate the British 
Aerospace 146 regional jet from 
London City Airport. This fol¬ 
lows the recent extension of 


the airport's runway, which 
enables the BAe 146 to use the 
airport, situated In London's 
East End. 

In November, Crossair will 
also take over the Basle- 
London Heathrow service cur¬ 
rently operated by Swissair, 
and is considering a service 
from Geneva to London City. 

Confirmation of the new 
Crossair services at London 
City follows Air France's 
annnnn«»m<mt on Monday that. 
it would operate up to seven 
daily services a week from the 
airport, using ATR 42 turbo¬ 
prop aircraft. 


Air France also said it was 
suspending services from Stan¬ 
sted in the spring. 

The decision of the two air¬ 
lines to suspend their Stansted 
services is a blow for the Image 
of the £400m new Stansted air¬ 
port complex which BAA, the 
former British Airports 
Authority, opened last year. 

While conceding It was a 
"public relations blow", a Stan¬ 
sted airport official emphasised 
that the decision of the two 
airlines was not a "business 
blow" for tiie airport He said 
the combined services of Air 
France and Crossair accounted 


for only 3 per cent of passenger 
tr affic at Stansted. 

The start of jet services at 
London City is expected to lead 

to an expansion of services 
from the loss-making airport, 
which Is owned by the Mowlem 
construction group. Last year, 
only about 170,000 passengers 
need the airport, which needs 
around 450,000 passengers a 
year to break even. 

The recent £7m runway 
extension has enabled a wider 
range of aircraft to operate 
from the airport, Including the 
BAe 146. and the Fokfcer 50 and 
ATR 42 turboprops. 



WT'^A We’ve made an exhibition of 
ourselves in Seville: the British 
Pavilion at Expo’92. It’s our country’s 
showcase to the world. 

Bit TAW Everything about it demands your 

47 

BXPO’fl attention. Inside it boasts a collection 
of exhibits that show the very best of British 
ingenuity and invention. Outside you’ll find the 
Pavilion is as impressive as the exhibition itself. 


The thinking behind its construction is 
transparent: glass and British Steel, screened by a 
curtain of water four storeys high. 

The design of the Pavilion reflects Britain’s 
maritime history. It was through exploration and 
discovery- by sea that we established our strong 
connections with the rest of the world. 

Water, clearly, was an essential element. 
And the strength of steel made it the obvious 


choice for a structure in which delicacy of 
design is a key feature. 

We supplied the 1.000 tonnes of steel needed 
for the construction. Now almost 3 million people 
are expected to visit this tribute to British creativity. 

Wrc sure that they’ll appreciate British Steels 
contribution to our Pavilion (and others at Expo^i). 

After ail. it wouldn't be standing without 
our support. 



British Steel: British mettle 


Financial Services Act 

The nnwiiltagneta of the 
insurance market to back fire 
scheme, which rays out ncp to 
2100m a year, la one reason 
behind a thorough review of 
the compensation arrange¬ 
ments, which was amrntowart 
yesterday by the Eecwltfoa 
and Investments Board, the 
UK's chief Investment 
watchdog. 

Separately, regotoion have 
privately told the Ufo aseuv* 
once and unit trust industries 
feat they wifi have to pay an 
additional £14m to the ICS for 
the 1981-82 fiscal year. The 
payment Is intended to help 
the independent financial 
advisers regulated by Hrabr* 
to meet their contribution, 
which can be up to 219m. 


Call to dose 
tax loopholes 

The Inland Revenue yesterday 
issued for consultation two 
draft clauses for the next 
Finance BflL 

They are designed to close 
loopholes concerning rights to 
profits for shareholders when a 
c o mpa n y is being wound up, 
and charges to companies 
which leave a group daring 
insolvency proceedings. 

UK to boost 
satellite effort 

Britain Intends to strengthen 
its commitment to European 
satellite and space efforts 
when It takes over the presi¬ 
dency of the European Com¬ 
mission in July, Mr John 
Major, the prime minister, has 
t old t he parliamentary space 

This would underscore the 
increasing UK involvement in 
pan-European defence pro¬ 
grammes and lessen its depen¬ 
dence on US technology. 

Details of fee letter from the 


UK to renew its mmt for 
WEU efiorts to create , a 
paa-Enropoan oatollite 
surtoOhauo network. - 

Outioim.not: _ v 
told ofsupergon 

A'Homo of fksMMMM ownaft . ■ 
tee of MPb heed ferf-Brttife 
customs w not -W-of tbs 
Xrftql mipergun .ptqject imfe 
April hot, one aay bsfoto tt 

wrfwMt 'efnt' p i ta s ; ifa 
fined for Iraq at ^raSport, 
nortbaatt England. 

^ gr Alexander Russstt * aa- 

to the trade and toduateyto®* 
sdttee hmstigating fee supRv 
gun affitir that h wooM have 
been “dedrabie” for inform* 
ttan to be given ta hit depart¬ 
ment earlier. 

Government d ep ar tmen ts 
including ~ the mufistey of 
defence, the foreign Mas mtf 
the department of trade and 
industry are known to-bro 
bees aware of fee frag protect 
the previous autumn. - - 

Union leader 
criticises BR 

The leader of fee largest rail 
ration has called for a onto 
fray limit ou fee hosts British 
Rail staff can work after ft 
was revealed feat thousands of 
staff worked longer few pip 
mftted by wfirty girtdaHfta*. 

Mr Jimmy Knapp, ge n e ra l 
secretory of theJUST rail 
union, «dd that aooordlny to 
SB's own figures, staff wwtad 
more than 72 hoars a week to 
3,100 oocestons. and ou *709 
occasions stuff worked shifts 
longer than 12 hours. 

Last year BR Issued guide- 
fines whU* laid down a jttA 
mum of 72 hours per vrortdux 
week, and maximum of is 
hours pm shift following the 
independent inquiry into the 
qapnam rtll disaster in SMI, 
in which 35 people iteft. . 

Repossessions 
rise by 35% 

Home repossession orders 
issued by county courts In 
nng | i ) "d and Wains increased 
by 86 per cant to 74479 tost 
year from 54,718 in 19M. 
according to figures retossed 
by the Lord Chancellor's office. 

Applications for orders by 
tenders rose from 145,317 In 
1980 to 106,788 tost year. 

The hardest hit areas were, 
in south London, where 2#B 
orders were Issued in Croydon 
alone. 







NEW DIMENSIONS 
IN COMPETITION 
POLICY 


Effective competition policy 
wfl fe at the heart of a successful 
angle European Market and will 
have profound implkations for 
business opportunities and 
strategies. To spread information 
and encourage debate, 

Manchester Business School is 

ranging an Ynportint one-day conference on Thusday. 26 Mwb 1997. 4 
wifl focus on current and prospective devefopmenu m competition PplkYSVl 
legislation m Britain and the European Community, fwyiig . 
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Radio-link plan 




ins UK licence 


By Hu&Jtopn 

(ttjg jttLUON - British homes 
cotdd have telephone aerials 
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gossan®* yesterday is as 
mccMsftl as its promotors 
jEtt'wfllie.- 
1 M Mk a new enterprise set 
m, -by ' telecommunications 
hyhwirtf 'eaeqrtlves. has devel- 
orajda technology based on 
ifflg which it believes 
^mnroffbte alow-cost alteraa- 
tha to ibe- telephone service 
.{Stifti^gMivIded by BT. It 
ri§^7Wted_&t residential 
ffpd ^ma brgdness customers. 

Since last year’s government 

wviw of telecommunications 

ooHey. pitot jaris of the mar- 
la^^beraopeHtocompeti- 
«on. TbemHrket for providing 
nbone'SaBS Jb residential cus- 
Smsas to -pan almost a total 
BT maD&pojy. although cable 

InrwStef 

Mrta^Pteyford, m anaging 
(UataLof fotoca and founder 
of paging 'company Cognito, 
Bald: ‘TVe intend to undercut 
BT-onidcs across the board.” 
He said that me service would 
beevaMe'fobalf the popula¬ 


tion in two years, and that his 
Cambridge-based compa n y 
planne d to win at least 5 per 
cent of the residential market 
in its first 10 years. 

The Ionica system uses a 

radio link from the gwhanp* 
to a six-inch aerial on the cus¬ 
tomer’s roof. Mr Playford 
added that the technology 
would allow a higher Quality of 
service than that provided by 
the cellular system, which is 
also based on radio links. 

Ionica, which is backed by a 
group of private investors, 
refused to say how much 
money it would need to lamieii 
its service or how it would be 

financed. 

Mr John Redwood, corporate 
affairs minister, «»{<* Imdca’s 
approach “offers the chance to 
receive the full benefits of a 
telephone service without the 
need for wires to be installed 
either above or below ground." 

There is bound to be some 
scepticism over whether Ioni- 
ca’s plans are viable following 
the failure of Telepoint, a 
radio-based telephone service 
licensed by the government in 
the late 1960s. 


Traill maker lodges claim 
for compensation from BR 

ByUkbvdTomkins, Transport Correspondent 


mp./ thB -privatised train 
natiBciilSch was once part of 
Brftisir Kail (BR) has lodged a 
mffltmlUon pound claim 
agsbut-th* state railway net¬ 
work for the cost of rectifying 
fenSs in-trains which Brel 


Thedfejrate centres on the 
Osar US'diesaL express trains 
which lie supposed to be the 
fWnhfirw of the Hn crftmftl Rail¬ 
ways and ScotRafl fleets. Deliv¬ 
eries have been delayed and 
trains'already supplied to BR 
recalled for modifications. 

Last year, Regional Railways 
said it had lost £ 20 m in reve¬ 
nues and other expenses. It 
wes believed that BR would 
seek compensation from BraL 
However, it emerged yester¬ 
day that Brel’s new owners - 
Area Brown Boveri and Trafal¬ 


gar House (40 per cent each), 
and the management (20 per 
cent) - are exempt from war¬ 
ranty claims by HR as part of 
the terms of their purchase of 
Brel in 1989. 

Further. BR said in written 
evidence to the House of Com¬ 
mons select committee on 
transport that Brel had made a 
“very substantial claim” for 
costs incurred In rectifying 
design defects. Rail analysts 
say that figure exceeds £ 10 m. 

Mr John Darby, Brel’s chair¬ 
man, told MPs tint BR had laid 
down unrealistic delivery 
schedules for the Class 158. 

BR said Brel had not 
objected to the delivery sched¬ 
ule, and that it was for Brel to 
move that its claim was justi¬ 
fied by the terms of the privati¬ 
sation. 
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Losses may 
damage 
solvency 
at Lloyd’s 

By Richard Lappar 

LOSSES at Lloyd's of tana^n 
over the next three years could 
damage its solvency, according 
to figures published yesterday 
by Chatset, the company 
which analyses the perfor¬ 
mance of the tncnranpp mar¬ 
ket's syndicates. 

Chatset estimates that losses 
for 1389, 1990 and last year 
may exceed £3.2bn, against 
reserves of around £ 4 . 4 bn at 
the end of 1990. 

“On our projections Lloyd's 
will have lost, by the time the 
1991 figures are out in 1994, 
the equivalent of the accumu¬ 
lated deposits of the entire 
membership.” Chatset warns. 

Chatset suggests that urgent 
action is needed to bolster the 
file market's central fund, out 
I of which clwiwm are paid if 
Names - the individuals 
whose assets back the mar¬ 
ket's capital base - are unable 
to meet their commitments. 
The fund currently stands at 
around £450m. 

The group’s grim predic¬ 
tions come as Lloyd's Ieader- 
ship grapples with Ute implica¬ 
tions of Implementing 
wide-ranging reforms of the 
market’s st ruc tu re recom¬ 
mended by a task force just 
over a fortnight ago. 

Chatset says losses in 1990 
could again exceed £lbn 
(against a forecast £135bn in 
1989) and losses for last year 
could be at least £7O0m, par¬ 
tially due to the continuing 
impact of claims from US pol¬ 
lution awards. 

According to Chatset, an 
average of between £400m and 
£600m a year will be needed to 
top up reserves. 

The market was badly hit by 
a wmwhw of substantial losses 
at the end of last year, the 
biggest of which - Typhoon 
Mirellle, which devastated 
parts of Japan in September - 
left Lloyd’s with claims of 
mote than £ 20 Qm. 

Chatset also expects the 
results for 1990 and last year 
for marine syndicates - which 
■ pwHwUcg in Hie insurance of 
ships, cargoes and offshore oil 
rigs - to be worse than expec¬ 
ted. The group’s preliminary 
figures suggest the rate rises 
introduced last year by marine 
underwriters were Insufficient 
to restore profitability. 


Scots businessmen shocked by independence poll 


By James Buxton, Scottish Correspondent 


SCOTTISH business leaders were 
recovering their composure yesterday 
after the shock of an opinion poll sug¬ 
gesting that 50 per cent of the Scottish 
electorate now favour independence. 

The ICM opinion poll, for The Scots¬ 
man newspaper and Independent Tele¬ 
vision News, reversed the pattern of the 
last four years In which polls have con¬ 
sistently shown that about 45 per cent 
of Scots would like a devolved Scottish 
parliament in Edinburgh a nd that 35 
per cent prefer outright independence. 

In the ICM poll, support for devolu¬ 
tion dropped to 27 per cent while back¬ 
ing for the status quo was unchanged at 


19 per cent But Mr David MacLehose, 
director of the Confederation of British 
Industry in Scotland, said: “I don't 
think if we had an election today we 
would end un with a result like that 
But the pendulum is definitely swing¬ 
ing towards separatism." 

Most members of the CBI are under¬ 
stood to oppose any change in the con¬ 
stitutional status quo. 

Several businessmen took comfort 
from the fact that backing for the Scot¬ 
tish National party, the only one offer¬ 
ing independence, was 26 per cent 
Although this meant a jump of seven 
per cent putting the party at Its highest 


, highest 


level since 1989, it suggested that only 
just over half those wanting indepen¬ 
dence would vote for it 

Scottish businessmen accept with 
varying degrees of enthusiasm that 
some form of Scottish assembly is likely 
after the general election: a tax-raising 
Scottish parliament has been promised 
by the Labour and Liberal Democrat 
opposition, while the Conservatives, 
despite repeated denials, are widely 
expected to offer some kind of assembly 
if they win. 

But. as one businessman said, “We 
have a rough idea what to expect with a 
devolved Scottish parliament. But what 


would happen with independence is a 
complete unknown." 

This week’s poll contained depressing 
news for the Labour party, marking 
support for the party north or the bor¬ 
der down to 41 per cent, one point less 
than it won at the 1987 general election 
to Scotland. This raises the possibility 
that Labour might not win extra Scot¬ 
tish seats from the Conservatives at a 
general election. 

The SNP could take advantage of 
Labour's decline to mount a challenge 
to the Tories, who received 23 per cent 
support in the poll, one point less than 
in the 1987 election. 


Norwegian gas imports 
could be in the pipeline 

Deborah Hargreaves on moves to open the market 


Gas pipeline links between 
Norway and Europe 
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T HE UK government’s 
expected move to break 
down barriers to gas 
imports from Norway will be 
widely welcomed by the power 
industry as a way to ease the 
antiripnteri tightness in supply 
over the next couple of years. 

Only this week, British Gas 
warned that the industry faces 
a possible shortfall in supply of 
as much as 2 bn therms a year 
by 1994, which could force the 
company to cut supplies to 
large industrial users. 

The Department of Energy's 
defence of “Fortress Britain" 
on gas imports, coupled with 
its strong push for more com¬ 
petition in the domestic mar¬ 
ket, has become increasingly 
difficult to justify. 

In addition, the UK will 
come under growing EC pres¬ 
sure to open its market to out¬ 
side competition. 

The UK has been one of the 
Commission's staunch defend¬ 
ers on its moves towards a 
freer EC energy market, and 
could be embarrassed If It 
main tninc restrictions on for¬ 
eign participation on its home 
ground. 

The government's expected 
softening of its stance on 
imports follows the conclusion 
of the first export deal by a UK 
company late last year, when 
Ultramar, the oil and gas group 
that has since been taken over 
by rival Lasmo, readied agree¬ 
ment to export gas to the 
Netherlands from its Markham 
field, which straddles the Brit¬ 
ish and Dutch sectors of the 
North Sea. 
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The Department of Energy 
has retained an unwritten ran 
on gas imports since it vetoed 
a deal by British Gas to import 
supplies from Norway’s Sleip- 
ner West field in 1965. At the 
time, the government was con¬ 
cerned that the free movement 
of gas into the UK would dis¬ 
courage development of some 
of the UK’s more marginal 
North Sea gas fields. 

In its evidence to the Office 
of Fair Trading, which was 
examining the development of 
competition in the UK gas 
Industry last year, the depart¬ 
ment reiterated its view that 
excess UK supply of gas could 
easily soak up increasing 
demand, and new develop¬ 
ments could extend the poten¬ 
tial for self-sufficiency “well 
into the next century”. 

The OFT, however, was 
unconvinced and came down 
strongly in fevour of opening 
up the UK market to order to 
weaken British Gas's monop¬ 
oly grip on domestic supply. 

The only Norwegian gas that 
currently finds its way into the 
UK comes from the Frigg field 
as part of a long-established 
contract with British Gas. The 
company currently imports 
around 600m cubic feet per day 
of Frigg gas, but the field is 
declining. The contract 
accounted for 25 per cent of 
British Gas's needs when it 
first started nearly 15 years 
ago, but now fills 8 per cent of 
the company’s requirement 

Tight UK gas supplies and 
rising demand have forced up 
prices in the past year. British 


Gas has been forced to increase 
prices for power station cus¬ 
tomers because or the huge 
and largely unexpected growth 
in demand for new gas-fired 
power generation. 

Norwegian gas. however, Is 
unlikely to bridge the immedi¬ 
ate supply gap that is looming 
for the mid-1990s. Norway will 
have little spare capacity avail¬ 
able before the start-up of its 
giant Troll development in 
1996. 
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N orwegian imports are 
unlikely to be cheap. 
British Gas recently 
broke off negotiations with the 
Norwegians because of the 
high price of supplies - 
believed to be 21 p to 22 p a 
therm, compared with the 
average UK rate of around 18p 
a therm. 

“We believe prices will rise 
by 20 per emit in the next two 
years, If the UK maintains a 
closed economy,” said Mr Nick 
White, gas industry specialist 
at Arthur D. Little, the man¬ 
agement consultants. Mr White 
said that imports could keep 
prices more stable towards the 
end of the decade, but will not 
stop tii am increasing. 

At the same time, a cross- 
Channel pipeline link could 
suck gas out of the UK and 
bring UK prices into line with 
those in Europe, which are 
slightly higher. Long-term, the 
Channel link could provide 
access to cheaper gas from the 
former Soviet Union, as the 
republics, which hold the 
world's largest reserves, meet 
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Proposed 


rising European domain! 

While giving a broad wel¬ 
come to the proposed move 
towards gas imports, Mr Peter 
Rost, Conservative MP for Era- 
wash and chairman of the 
Major Energy Users Council, 
said: "Industry will have to 


face up to the realities of com¬ 
petition in the market Prices 
could go up and be based more 
on the world oil price, but as 
long as it is genuine competi¬ 
tion and not run by some car¬ 
tel, I think it would be a major 
step forwards.” 
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24th September to 4th October 1992 

A unique opportunity to do immediate business in the newly 
liberalised and rapidly expanding Argentine market 

Organised with the assistance of the DTI and under the patronage of the British Embassy in Buenos Aires, 
this major trade promotion event scheduled to be opened by President Cados Menem, will occupy the 
whole of the 150+outlet" Paseo Alcorta”, Buenos Aires largest and most prestigious Shopping Mall, located 
in one of the city's most affluent neighbourhoods. 

It represents a novel concept for retail export marketing, enabling British participants during the event to 
sell their products directly to the anticipated 500,00 visitors through carefully matched existing “host" 
outlets in the Mall, who will allocate a sizeable portion of their sales and display areas to British goods, 
providing their own trained sales staff. Visiting export executives are thereby treed from the need to 
s man-the-stand" and can negotiate/consolidate agency/distribution agreements with their Argentine 
counterparts - and secure vitally important on-going contracts. 

Simultaneously, but in a segregated "trade only* area, the event also comprises a major Trade Fair which 
will promote a range of British industrial and financial goods and services, specifically targeted at tiiose 
areas highlighted by the British Embassy as providing the greatest opportunity for British exporters (mineral 
resources, energy, transport, utilities, chemicals, agro-industry, industrial machinery and communications 
equipment). 

The whole event will benefit from the organisers commitment to a major advertising and promotion campaign 
in Buenos Aires, supported by cultural, sporting and social events which tremselves offer unique sponsorship 
and promotional opportunities, it is fully supported by a range of marketing advisory services as well as 
consolidated shipping and low cost travel packages. 

THE MOMENT IS NOW! 

For further information and a Catalogue contact David Lee, British Week in Buenos Aires, 

34 Brunswick Gardens, London W8 4 AL - Tel.: 071-243*0439 - Fax.: 071-727-2050 

Under the patronage of 

THE BRITISH EMBASSY, BUENOS AIRES 

And Sponsored by: 


BRITISH AIRWAYS 


Cards 


flpSj Lloyds 

KEiBaitk 


Price Jfaterhnuse 















FINANCIAL TIMES THURSDAY JANUARY 30 im 



MANAGEMENT: Marketing and Advertising 


Shocking tone for united colours 

Gary Mead and Haig Simonian examine controversial questions of taste 

B enetton has certainly guilty of this time is not so ford of the ASA: “The number the public has come to accept sho cking . One approach woul 

achieved one of the much poor taste as thoughtless of advertisements which might that shock tactics are not just have been to deal with impoi 

basic aims of advertis- marketing. After all. many be termed sexist are on the an acceptable hut perhaps even tant but delicate issues in 

ins - to get noticed - charities in the UK have been decline, but the number of necessary way of advertising, way which portrays the con 


If you were shocked 
you'll be ou 


by theBenethtotS^ CatZt 


B enetton has certainly 
achieved one of the 
basic aims of advertis¬ 
ing - to get noticed - 
with its proposed ad featuring 
the dying moments of an Aids 
sufferer. The Italian clothing 
manufacturer has obviously 
decided that shock tactics 
work on the level of attention 
seeking; whether they work on 
the more profound level - 
increased sales - is not so sim¬ 
ply resolved. 

Benetton's Aids ad has met 
widespread outrage. The 

Advertising Standards Author¬ 
ity, the UK organisation which 
operates self-regulating codes 
of practice for advertising, last 
year ordered the removal of 
3,000 Benetton posters featur¬ 
ing a blood-smeared new-born 
baby after protests from the 
public. At the time, Luciano 
Benetton, the company’s man¬ 
aging director, argued the 
bloody baby caused little trou¬ 
ble in any of the 50 other coun¬ 
tries where it was due to run. 
Since then, the number of pro¬ 
tests has increased, even from 
Italy. 

But what Benetton might be 


H as “service" become a 
buzzword in the tradi¬ 
tionally u tilitarian US 
airline industry? Or is it a mar¬ 
keting wheeze, masking a push 
for higher prices? 

While European and Asian 
airlines have been soft selling 
to business customers for 
years, US carriers have started 
to flaunt business class ser¬ 
vices for the first time on inter¬ 
nal routes. 

Lavish marketing literature 
- displaying roses on dinner- 
trays, foot-rests, and wide 
leather seats - is becoming 
rife. Northwest Airlines, for 
example, plans to introduce 
personal videos for all econ¬ 
omy class travellers, and is 
putting seatback televisions 
into all its aircraft. 

But US air travellers may 
have cause for scepticism. 
After the hefty farediscount¬ 
ing of the past 18 months, 
there are signs that internal 
fares are fi rming , AH carriers 
would like to push the trend 
further, and some of the latest 
initiatives seem designed to 
achieve just that 
Perhaps the loudest noises 
have oome from American Air¬ 
lines. With a good deal of fen- 
fare, the Dallas-based carrier 


guilty of this time is not so 
much poor taste as thoughtless 
marketing. After all. many 
charities in the UK have been 
trying to shock the public for 
years and have yet to receive 
slapped wrists from the self- 
regulatory ASA. 

The ASA received not a sin¬ 
gle complaint concerning The 
Romanian Orphanage Trust, 
which last year ran an ad. cal¬ 
culated to shock (right) in 
national newspapers. In a 
sense, the Trust could also 
have been accused of taste¬ 
lessly exploiting a clever mar¬ 
keting gimmick to attract 
attention. But it was not, 
because public feelings have 
adjusted to some levels of 
shod: in certain ill-defined con¬ 
texts. 

It now looks likely that the 
Benetton ad will not be wel¬ 
comed by most British maga¬ 
zine publishers, most of whom 
have taken counsel from the 
ASA. The ASA - which has no 
power to ban an advertisement 
- watches two areas under the 
general baaiting of taste; sex¬ 
ism and general decency. 

According to Caroline Craw¬ 


ford of the ASA: “The number 
of advertisements which might 
be termed sexist are on the 
decline, but the number of 
complaints about those adver¬ 
tisements is on the increase". 

The ASA has studied the 
issue of sexual stereotyping in 
commercials and finds that it 
is, for the most part, a dying 
practice, mostly found In trade 
publications which have a pre¬ 
dominantly male readership. 


W hen it comes to the 
more general issue of 
taste - under which 
comp lain ts against the Benet¬ 
ton ad would be considered - 
the ASA works on the basis of 
precedent 

“Certainly, over the last cou¬ 
ple of years, advertisers have 
shown themselves much more 
prepared to use shock tactics 
to draw attention to their 
causes, their products, than 
was previously the case,” says 
Crawford. 

But the crucial difference is 
location - which a»riinn«» the 
advertisement is attempting to 
target 

“With charities, for example. 


the public has come to accept 
that shock tactics are not just 
an acceptable but perhaps even 
necessary way of advertising. 
But the public is not prepared 
to see a commercial company 
do the same thing. It’s also a 
question of corporate image, 
most companies would not 
wish to be associated with 
advertising which shocks,” 
says Crawford. 

The ASA has in the past cau¬ 
tioned Amnesty International a 
couple of times, and “if we felt 
a charity had gone overboard 
we would mention it to them. 
But most charities use national 
broadsheets to advertise in, 
where they can be fairly sore 
that the readership is not 
going to be offended. Shock ads 
might not be appropriate in 
other types of press,” says 
Crawford. 

That would seem to suggest 
Benetton’s big mistake. Rather 
than build a carefully-planned 
campaign around the clever 
and now commonly used mar¬ 
keting trick of shock-impact, it 
has once again exploded with 
an ad which seems gratu¬ 
itously and not purposefully 


shocking. One approach would 
have been to deal with impor¬ 
tant but delicate issues in a 
way which portrays the com¬ 
pany as having a sensitive 
image. 

Benetton itself feels differ¬ 
ently. Oliviero Toscani, the 
freelance photographer who 
has been its advertising “guru" 
for the past nine years, 
staunchly defends the compa¬ 
ny's publicity. 

Using “real-life" pictures 
underlines Benetton's commit¬ 
ment to social issues and its 
distaste for run-of-the-mill cor¬ 
porate advertising, dismissed 
as “banal". Benetton's public¬ 
ity should make consumers 
think ; selling clothes has noth¬ 
ing to do with it, Toscani 
claims. 

So it may not be a mistake at 
all. While the British version of 
the monthly fashion magazine 
Vogue is not going to run the 
Benetton Aids ad, its sister 
publication in the US plans to 
do so. But only Benetton’s - 
and US Vogue’s - future sales 
figures can be a reliable guide 
to what advertising styles are 
now socially acceptable. 
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Airlines set fair for improved service 

Nikki Tait and Daniel Green report on trends that may mask a move to higher prices 


announced that it would recon¬ 
figure 10 DC-10 aircraft used on 
its seven Qights-a-day service 
between New York and Los 
Angeles. Out would go almost 
100 coach seats, and in would 
come a new “business class” 
cabin, housing up to 52 higher- 
margin passengers. 

American suggests that the 
domestic US market is to copy 
the international marketplace, 
where three-tier pricing is com¬ 
monplace. The motivation 
would be the increasing num¬ 
ber of “global” travel! ere who 
demand continuity of service. 

It did not take big rivals like 
United and Delta long to retali¬ 
ate. United tartly observed that 
it revamped its own business 
class last November and that 
this is already available on 
"feeder” flights - domestic 
flights which connect with air¬ 
craft going on to international 
destinations. Delta, in more 
mild form, makes a similar 
observation. Even Air Canada 



Soft soft: airlines are stepping up 

hopped on the bandwagon, i 
announcing an overhaul of its 
DC-9 fleet, providing “execu¬ 
tive class” on all flights i 
between the US and Canada. i 
A solid pricing argument can j 


business class passengers 


be made for the three-class sys¬ 
tem. A fell economy fere for 
LA to New York is 8752. A first 
platg; ticket is $ 1 , 288 . American 
says the new business class 
fare will be equidistant 


between these two levels - at 
around $1,000. 

The key unknown, however, 
is how many passengers will 
want the intermediate service. 
Those extra dollars will not 


buy all the first class facilities 
- personal video screens, for 
example - but they will 
achieve extra leg-room, leather 
seats, and a superior meal ser¬ 
vice. 

On the plus side, business 
class sells elsewhere in the 
world, and MGM Grand, owned 
by West Coast businessman 
Kirk Kekorian, has prospered 
by providing upmarket facili¬ 
ties on the LA-New York route. 

That said, some travel 
agents are cautious. One Man¬ 
hattan agent noted there was 
“not much demand” to existing 
business class feeder flights. 

Similar impressions in 
Europe have taken years to 
overcome. Market research 
showed passengers’ priorities 
were safety mid cheap tickets. 
No frills services cm Laker and 
-People Express, where passen¬ 
gers could bring sandwiches 
and load their own luggage, 
were the result 

Says Virgin: “We don't 


regard seatback screens as 
soft-selL We -have had calls 
from passengers to check 
whether a flight baa them or 
not” Virgin's other ploys are 
among the softest sells in the 
business: free head massages 
and aromatherapy kits to help 
you overcome jet lag. 

In the heavily regulated 
world outside the US. such 
extras might make a difference 
to customer loyalty: BA, JAL 
and Virgin all charge £2395 for 
a business class return fare 
from London to Tokyo- 

North west Airlines is spend¬ 
ing $70m on personal videos as 
part of a general $450m 
upgrade. More grandiose devel¬ 
opments, which might allow 
the system to provide home 
shopping facilities and viewing 
of live sporting events, are 
promised for the future. 

The airline, moreover, was 
frank about its motive, noting 
a lowly standing in the "cus¬ 
tomer preference” league. More 
objective observers might put 
the point more bluntly, saying 
that Northwest became notori¬ 
ous for shoddy service in the 
wake of a troublesome merger 
with Republic Airlines in 1986. 
Whether free videos make 
amends remains to be seen. 


. . T. a-i ' i t 





x JL. have spawned new .r 
fni i nr m a mfl by 
girth, tdvertbere hare becwor. 
more interested to who ; ,7 
actually reeds what; 

chief «wnttve 

of Carat BIL thomedte space .. 
buyers, was taeraestagfr. 
frustra t e d at traditional -- 
hutnstxy-cpoBsiiral«—Bcft > 
which trouts *•& title eke : *-• 
single entity. ' 

So Carat carried antttsown - 

Quality Sundays Sections 
Readership Hasten* -7 ■ 

Quaker - with some ■■■: * . 

am pri si ng results. It cowered.; .; ■ 
tiie Sunday Ttmea^Obeanakv >-=7 
" and- T 


..**■* '' ... 

■/ ' 


*'re i 


_■ . ** 

- 
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Youthful 
new look 
for pylons 

E lectricity privatisation 
has prompted a rede¬ 
sign of Britain's most 

familiar landmarks — the 

giant pylons which stride 
across the countryside from 
power stations to cities. 

Since 1935, when the 
national grid was formed, the 
towers supporting the grid’s 
high-voltage lines have grown 
in size as the demand for 
“juice” has grown. The tall lat¬ 
tice structures still bear the 
hallmark of the original Mec¬ 
cano-type towers designed for 
the old Central Electricity 
Board in the 1930s. 

But new shapes are being 
evaluated by engineers and 
advisors of the National Gild 
Company (NGQ, the privately 
based specialist group, which 
has inherited the bulk power 
transmission system from the 
now defunct Central Electric¬ 
ity Generating Board. 

The most striking new shape 
is the folded plate tower, an 
elegant steel structure resem¬ 
bling motorway illumination 
poles. It has three gull-shaped 
wings to cany the six bunches 
of conductors charged with up 
to 400,000 volts. 

Latticed steel is present in 
all the other new designs. 
Most are based on a new stan¬ 
dard model so far only used on 
the lines connecting Scotland's 
Tomess power station with 
the main t ransmissi on system. 
Known as the L12, the model 
has upward-swept arms com¬ 
pared with the drooping arms 
of most British pylons. 

The work of the designers is 
prompted by another by-prod¬ 
uct of privatisation - the pro¬ 
posed 1,800 B5W gas-fired 

power station at ICTs Wilton 
site on Teesside, which 
requires the biggest extension 
to the national grid for 20 


The project has stirred fears 
about the effect of new power 
fines on such beauty spots as 
the Vale of York. Bnt the 
changes are not only about 
appearances. The lighter and 
more slender U2 was devel¬ 
oped because of the introduc¬ 
tion in the 1980s of all-alumin¬ 
ium alloy conductors to 
replace steel-reinforced cables. 

The designers hope to have a 
portfolio iff three or four new 
options ready by the spring. 

Maurice Samuelson 


T hames Water’s cus¬ 
tomer information 
system is one of its 
biggest capital invest¬ 
ments - second only to the 
London Ring Main, the three- 
metre diameter tunnel sur¬ 
rounding the capital 
Although the project is one 
of the more ambitious informa¬ 
tion technology developments 
undertaken by a UK utility, it 
is not unique. Rather it Illus¬ 
trates the vast scale of IT 
investment in the newly priva¬ 
tised water and electricity 
industries - and the pivotal 
robe that investment is playing 
In creating a competing, and 
competitive, utilities sector. 

The water industry has some 
£25bn to spend on capital pro¬ 
jects in the decade to 1999 - of 
which around 10 per cent will 
go on support systems. 

The Water Services Associa¬ 
tion, which represents the 10 
big water and sewage compa¬ 
nies in E ngla nd and Wales, 
says that £275m of the indus¬ 
try’s £2.29bn capital expendi¬ 
ture last year went on “miscel¬ 
laneous projects”, of which IT 
constitutes the bulk. 

It is tempting to view this as 
some sort of “privatisation div¬ 
idend”, a reaction to years of 
public sector starvation. But 
money is not just being spent 
for the sake of it 
First, individual systems 
face rigorous cost-benefit anal¬ 
ysis. “There is no question in 
my mind - the National 
Power board takes a highly 
commercial view of return on 
investment,” says John 
Handby, IT director. 

Second, some of these pro¬ 
jects are driven by pre-privati¬ 
sation IT strategies: Thames 
Water set its agenda In 1986; 
Welsh Water Is building on its 
integrated business informa¬ 
tion system, conceived in 1985. 

There is no doubt, however, 
that privatisation accelerated 
programmes and changed pri¬ 
orities. "Privatisation was not 
the catalyst but it fuelled the 
process.” says Jeff Maynard, 
Welsh Water’s IT manager, 

But what is happening now 
says Declan Good, managing 
associate of consultants CSC 
Index, is that these companies 
are shifting emphasis from 
mandatory projects to more 
glamorous competitive initia¬ 
tives. This transition is 
nowhere more evident than at 
National Power, the biggest 
electricity generator. 

National Power inherited a 
fragmented IT infrastructure. 
It had lost FT and telecommu¬ 
nications assets, including its 
central mainframe, to Nuclear 
Electric in the dismantling of 
the Central Electricity Gener¬ 
ating Board. Its remaining 
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Newly privatised UK utilities are expecting IT to 
give them a competitive edge, writes Dave Madden 

Light at the end 
of the tunnel 
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technology was complex, often 
incompatible and, say9 
Handby, its core business 
systems were Incapable of 
meeting the demands of its 
new commercial environment. 

After a “survival phase", in 
which it secured short-term 
solutions to keep the business 
running, National Power com* 
□fitted Itself to a substantial 
investment in a radical FT 
infrastructure to underpin the 
new company. The programme 
is one of the largest c om pu tin g 
and telecommunications pro¬ 
jects ever undertaken by a 
company In Europe. 

It comprises core hardware 
and systems software - 
Amdahl mainframe and Digital 
Equipment Yax machines, a 
new company-wide network, 
applications, tools and proce¬ 
dures. When it is completed 70 
Vax machines will be distrib¬ 
uted across the company 
linked to 3400 networked Com¬ 
paq personal computers. 

Handby's priority has been 
to devolve computing to the 
remotest parts of an unusually 
dispersed organisation. In tech¬ 
nological terms that has meant 
single-screen access to an Inte¬ 
grated network. 


But its effect is farther 
reaching. “We are building a 
true networked organisation," 
says Handby, replacing the for 
itifll hierarchical culture of a 
public utility with a “flatter, 
highly responsive" structure, 
which has shifted power from 
corporate headquarters to the 
power stations themselves. 

Distributing technology “is 
as clear a signal of intent”, 
Handby says, “as getting rid oT 
the executive loos”. 

National Power's IT strategy 
was developed in just three 
months. It is now 18 months 
Into an aggressive three-year 
programme. This has seen it: 

• Implement a company-wide 
communications network, 
called Unity; 

• In stall new hardware and 
systems software in new data 
centres; 

• Design, build and roll out a 
series of applications; office 
systems, procurement, work 
m anagement, financial report¬ 
ing - and an Innovative opera¬ 
tional information system 
which gives the business 
access to a reservoir of opera¬ 
tional power plant data. 

National Power's experience 
is exceptional but its convic- 
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Public administration 12 % 


Computer services ■? 2,4% 


tlon that IT will prove an agent 
of cultural change is shared 

Maynard expects IT to 
“empower Welsh Water work¬ 
ers” - but that does not trans¬ 
late into a uniform approach. 
Good says the scope and ambi¬ 
tion of IT initiatives across 
these utilities is conditioned 
largely by the management 
style they inherited, and their 
relative sophistication when 
they “hit" privatisation. 

But th ere are clear priorities 
emerging. The first is customer 
service systems. 

At first sight this is hard to 
fathom. Water companies 
retain a monopoly, as do the 
electricity suppliers in the 
domestic market, until full der¬ 
egulation in 1998. So is their 
interest in customer service 
systems more than just a fash¬ 
ionable import from the US? 

“We simply would not sur¬ 
vive very tong under the new 
regime if we didn't take this 
seriously," says Maynard. 

Customer service initiatives 
address three interrelated 
issues: inflexible billing 
systems; scattered, and often 
incompatible customer data¬ 
bases; and inferior customer 
service organisations. 


Of these there is no doubt 
that privatisation has concen¬ 
trated minds on the inade¬ 
quacy of existing billing 
arrangements in both indus¬ 
tries. As Maynard says, Welsh 
Water's customer accounting 
system "handles our most 
important customer contact". 

Yet, says Good, these same 
systems are elsewhere “bog¬ 
ging companies down” to the 
extent that they can only intro¬ 
duce creative service products 
or complex tariffs with great 
difficulty, because they cannot 
bill for them. But while the 
motivation is the same, the 
approach varies greatly. 

Severn Trent Water turned 
to IBM imaging technology as 
the basis of its customer ser¬ 
vice effort, fen Hislop, director 
of computer systems, says the 
systems were built to deliver 
immediate improvements in 
the speed and quality of its 
response to customers. 

Thames Water, on the other 
ha n d, is building a “one-stop 
customer contact point” at its 
customer centre in Swindon - 
from the bottom up. 

This strategy, says project 
manager Peter Ratcliffe, is 
dependent cm a complex com¬ 
puting and telecommunica¬ 
tions infrastructure which will 
integrate all Thames’s cus¬ 
tomer service contacts. 

A second priority is for 
“work and asset” managpmpnt 
systems. Asset management in 
both the water and electricity 
industries demands not just 
proper job or workflow admin¬ 
istration but geographical 
information systems (GISs) to 
keep track of the network. 

Thames Water is three years 
into its own IBM mainframe- 
baaed GIS project (It has 20,000 
maps loaded so far). But. says 
Ratcliffe, it will take another 
five yeans to digitise Thames's 
own water and sewer network 
on top. The ultimate trick, he 
says, will he to give its cus¬ 
tomer and job management 
centres direct access to that 
integrated model 

In part these GIS initiatives 
are driven by legislation: the 
Street Work Act and respective 
customer charters oblige utili¬ 
ties to take better control of 
their physical infrastructure as 
well as their field workforce. 

In the longer term, the emer¬ 
gence of an rr-based customer 
service culture among UK utili¬ 
ties raises the prospect that, 
ultimately, providing the ser¬ 
vice could be decoupled from 
owning and r unning the physi¬ 
cal infrastructure. 

frx the mean time, says Good, 
“having the utilities around 
the place has certainly kept 
the wolf from the (IT consul¬ 
tants') door”. 


Co mmuni cations ,/n ! h 


in power 

By Richard Wilson 

I nformation technology 
managers grappling with 
the problem of creating 
corporate communications net¬ 
works could do worse than 
look at the experience of 
Britain's three privatised elec¬ 
tricity generators. 

With the break-up of the 
Central Electricity Generating 
Board in 1989 into three com¬ 
peting generating companies - 
National Power, PowerGen and 
Nuclear Electric - the compa¬ 
ny's communications infra¬ 
structure was tom apart The 
generators either tost or were 
forced to share vital infrastruc¬ 
ture with their new rivals. 

In 1990 National Power 
started a three-year pro¬ 
gramme to build optical fibre 
networks between its 43 sites 
which would support the com¬ 
pany’s needs for voice, data 
and videoconferencing until 
the end of the decade. 

The network would trans¬ 
form the generator's business 
by improving efficiency, chang¬ 
ing the way it worked with its 
customers and providing reve¬ 
nues in its own right 
Faced with a similar problem 
PowerGen had to completely 
rebuild the in fr astr u ct u re in its 
26 sites. To keep costs down 
conventional copper cabling 
was used to network the com¬ 
pany’s 2,500 PCs and workstat¬ 
ions. According to Jeffery 
Jones, PowerGen’s telecommu¬ 
nications services manager, 
optical fibre was only used 
when necessary to meed net¬ 
work capacity requirements or 
for safety considerations 
within power statio ns. 

As a result, by the end of 
1990 PowerGen had spent more 
than £6m on Its telephone and 
computer networks. 

National Power's was a more 
ambitious programme wwHng 
£20m, but Chris Yates, head of 
telecommunications services, 
was convinced the long-term 
approach to the network was 
the correct one. "We did not 
plan to do this again in 
another two or three years, 
which other companies may 
find themselves doing, lfi» it 
or not," he says. 

The first priority was the 
company's phone network with 
15,000 extensions spread 
around the country and.con¬ 
fected by lines leased from BT, 
formerly British Telecom, or 
Mercury. Even before this was 
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finished at the end of ,1990;? 
Important decisions had;,, 
already bees made about 
which emdpmmt to use in the / 
rest of the programme. 

Yates decided to use a single .* 
supplier for the core network 
hardware and the netwo r k , 
management software.;. It-' 
would be easier to gain the*.r 
Operational expertise which 
would improve network:eftt-* 
cteucy and co n ta in the Tunning-" -. 
costs. -v.-l 

AT&T <ff the US was chosen?; 
to supply the core network 
infrastructure which Included , 
more than 2,000 mBea:of entfe. ' 
cal fibre cable and LOOO autos? 
of copper cable. ••• ; 

A team of four contractor''* 
were used to build tire net-., 
work, and the overall 1 pnriSdt . r 
management respomubiiitXr. 
was wared between NsilbiMF. 
Power and PA Consulting. - ; 

National Pinter decided not^ ’- 
to put the main co n tr ac t out ttrei 
competitive tender even, r 
though it could have reduced ? 
the final cost "For a prod- ?f 
net such as tiffs youcanootr 
afford to go to competitive ten- _• - 
ders and the prafesatonalrata? ¥}■: 
ttonshlp with our suppSers baa %*■-. 
more than repaid that ds&£ 
ston,” says Yates. 

The quality of the relation 
ship between AT&T, -the cates.;. = 
tractors and National .Power,^ 
meant that the project 
completed in nine months-" ? 
This was despite tho unfoste- ' 
seen difficulty iff flying «qtto* V- 
ment from the US at the 
of the Golf War, ._ ( v^ 

According to Yates, curtwff~ 
n et w or k usage did not ifisteto*-— 
tiie need for fUghK»p«oity^«tfc - : 
cal fibre. Ufa expects 
five years before tha-Mmarf" 
sees the real benefits of Hr>"- 
decision to use more 
optical fibre tor most ootate*-- 
tkrns. . -tv£ 

At Power Gen, Jonte ii i¬ 
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for increasing network 

ity with optical fibre to tire-; 
desktop. “The need for 
men* imaging may .fow/W'f 
down the route for greater ore 'v 
of fibre," he says. ;.-i 
National Power 

from 

optical fibre. 

fibre over tapper wffl WfoteMre: 
the company 1 * butfroqs erer: 
the next lb or 15 yean*’ 

Tatea.- 
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LIFE ON A STRING 
-‘^, v Ctai.Ka%6 


.-. - JBLACK ROBE 
.• Brace Beresford . 

••• - • • 

^ - HORS LA VIE 

~^$IaraBn Ragdadf 


MY GIRL 

Howard Zieff 


ZERODE CONDUITE and 

boudu saved from 

-DROWNING 
/ Jew Vigo and Jean Renoir 
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rTTfo teU you that Life On A 
;Smg 3s a Chinese film 
-' -m . . aboaxt the search Bor wisdom 
-.=*.*- IriS not, I realise, cause a 
■ gtadpede -tO'the box office. To many 
Westerners Chinese wisdom has 
much &* same appeal as Chinese 
TOter -torture: insistent, timeless, 
ftantetk; w«ufog down resistance by 
its TjjffitrfMihme certainty. 

CJi i Kaige's Him is, as it happens, 
liastmly^ But many filmgoers at 
Canbtofeft year felt stupefied, includ¬ 
ing fee jfestfral Jury who left it prize- 
jess- llie jnaker of the ground-break¬ 
ing VeSaa Sajih here gives us an old 
usfeatt^fflint-and his young appren- 
tfca'I^gi blind, leading each other 
: across'moantains, valleys and bur- 
nMwI teriacbtta deserts. They are in 
•ffluirtltf..--. what? Our only due is in 
fiBStaroatWtJtogue, set in an azure- 
Iniad Bnd» nhng with white funerary 
tattas, fa 'wiScn the old man as a 
youngster re&ives his old master's 
dying wisdom. Something about the 
fterarandth string breaking on his 
lute.; SoBieCMDg about his only then 
fluffing thertrue way to sing. 

■ But this string is a long time 
&fteakfa& ^Sixty years later," as the 
caption wbus introducing me wain 
story, thr now ageing songster and 
Us pupB ore stEQ only on about string 
mo ai*i their trek across fThfaw sets 
new standards for the word plca- 
resoue. Doe moment they are Unger- 
!• S -waterfall-elde rate where a 
Hot, a pretty girt and Buddha- 
lfloa boss sketch archetypal figures we 
willnwet and remeet later. The next 
moment the two heroes are dots in a 
ravishing pattern of rift valleys. Later 
Btm tbey fetch up at a village where 
tbe boy* romance with a local gid - 
she giggles, she tumbles him in a hay¬ 
stack, she crumbles sunflowers over 
Us head - {days havoc with the reb- 
gioiu responsibilities of Ms raanfng - 
But it is those responsibilities that 
. axe on trial in Kaige’s film. When the 
truths” that guide us through the 
stay are finally revealed as rraudu- 
laut^we are as startled by this moral 
handstand as we are by the me in 
Mozart's Magic Flute. There, you 
' recall; the man i^ra rtwjvi re Ba ftghtBteri 
in Act l by the lady with the show-off 


offaith 

aria turns out to be all-wise and good 
m the following acts. 

Life On A Siring, tike the rival Chi¬ 
nese mastenrorks of Kaige's compa¬ 
triot and One-time came raman Thang 

Yimou CRed Sorghum. Ju Dou), has 
caused Gutters in the neo-Maoist hen 
coop now occupied by those responsi¬ 
ble for Tiananmen Square. The film is 
a fabl e about dying dogmas — for 
reli gi on read communism - and 
ahout the senility that passes for wis¬ 
dom among those who legislate over 
our lives. The measured pace is vital 
to the movie’s strategy. By spreading 
the glow of “eternal truth” over so 
many mi l es and man-hours it lulls us 
with the opiate assurance of (seem- 
ingly) immutable dogma. Then with a 
mapped string all ns own it shows 
the boy betrayed, the girl thrown to 
her doom and the old man, bis own 
last mental chord broken, chirping 
into the void. 

There are some longueurs, though 
the film has been tightened by eight 
minutes since Cannes. And Eastern 
symbolism is not always accessible to 
Western powers of mwnmngHqn But 
even to the most floundering Occiden¬ 
tal such as myself, the fnm has a 
piercing beauty of image and riehnn^ff 
of purpose. 

★ 

Blade Robe is also about the faith that 
betrays. As directed with sombre maj¬ 
esty by Bruce Beresford of Driving 
Miss Daisy, novelist Brian Moore’s 
tale of a 17th century Jesuit priest 
and his companions crossing 1500 
miles of Indian terr i t o ry to relieve a 
far-flung fellow missionary is given a 
scenic ride through coldest Canada. 
Amid snowscapes that howl around 
our ears the scarce-known cast - 
only Lothaire Bluteao, formerly Jesus 
of Montreal, is ftnnfflar as the Saint- 
faced hero - stumble across historic 
North America towards meaning m 

Moore’s novel was a Pilgrim’s Prog¬ 
ress for the post-Conradian age. For 
this group of men God was not 
waiting at the end of their journey: 
only a variety of Kurtz-like demmm 
embodied in the snowstorms, the 
white-water rivers and the tribal sav¬ 
ages who capture and torture them. 

The book could have made a rous¬ 
ing Hollywood romp with Richard 
Gere, say, swashbuckling in Jesuitic 
black against back-prqjoded winter- 
lands. Beresford instead plunges in*n 
the real wilderness and gives the 
story a lyric nastiness worthy of Wer¬ 
ner Herzog. In a calm woodland an 
Indian arrow suddenly pierces a white 
man’s neck. A capering yellow-faced 
dwarf rattles a charm instrument at 
our hero. An aged Indian has a pro¬ 
phetic vision of the island we will 
soon see him die on. And everywhere 
the scenic textures are rough as sack¬ 
cloth when not white as death. 

Perhaps the final icy laughter of 
Aguirre. Wrath Of God does not ring 
out And whenever it seems about to, 
we are warmed by the gorgeous 



“Life cm a String’; or, as yon wish, Chinese water torture 


chords of Georges Delerue’s music. 
But Black Babe is a b r av e film; aot 
just for the physical daring of taking 
the story into the wild, but for the 
moral daring of questioning God, 
doubting grace and giving us pre- 
Kevin Costner Indiana who are every 
bit as ms y i , bad end m mredlctable as 
record rather than revision suggests. 
★ 

With a loud bump we come down, to 
Marcum Bagdadi's Hors La Vie. This 
Frencb-Italian-Belgian movie about 
hostage-taking is an assembly-kit 
political thriller. In a moment of mad¬ 
ness the Cannes jury that ignored 
On A Siring gave it a Special Jury 
Prize. Perhaps they liked the tele¬ 
graphic simplicity of its story, 
wherein a young French reporter 
(Hippolyte Girardot) kidnapped by 
Arab terrorists in Beirut is passed 
from one safe house to the next while 
we tick off director Bagdadi’s shop¬ 
ping list of Essential Scenes. 

These include the hero horrified by 
the cries of an unseen fellow prisoner, 
the video message he is forced to 
record for the world: the leaden, ten¬ 
dentious exchanges between East and 
West (“You’re a lucky man - you’ve 
a pretty girlfriend, you're rich, hand¬ 
some, Trench”); and the frequent 
tfasfrpg from house to house, with the 


hero in one instance dressed as a 

w ntnnn. 

I found myself wishing the woman 
were Sally Held and we were back 
with the gutsy melodrama of Not 
Without My Daughter. Though based 
on real-life photographer Roger 
Ampie, this brao and his story are 
played and scripted with no vitalising 
particularity at all. as If he were 
Everyman in Every-Troublespat. 

★ 

In My Girl an undertaker’s little 

daughter ( Anna Chhnnsky) w m i ffS to 

terms with life and death in 
early-l970a Pennsylvania. Judging 
from tbe audience around me on the 
film's opening day in Los Angeles, 
you will need 300 Meenexes as little 
Miss Cblumsky loves and loses little 
Master Macaulay C ol kin (Home 
Alone's hero, here introspective in 
specs) and comes to realise that her 
father Dan Aykroyd Is a human being 
too, even though he spends so much 
time in the basement beautifying 
corpses. 

Set in the era of Nixon, Vietnam 
and the 9exual revolution, the film 
counterpoints the girl's early 
discovery of life's dark side with her 
Dad’s belated discovery of its fun side. 
He fells for cosmetologist Jamie Lee 
Curtis, who flirts and giggles with 


him and tflTIa him raring i y “Life isn't 

just death, Harry.” 

The audience is not sure where life 
aids and creative death begins. You 
need Wellington boots to wade 
through the film’s slushy music and 
you goggle in disbelief at Master 
Culkin’s wet and winsome cameo, 
which must be an early bid to outwit 
the typecasters by the now 
$4m-a-pictuze superbrat. Some 
touching truths do slither into 
prominence late in the film and I did 
some eye-dabbing myself around 
scene 187. But the film melts in the 
mind soon after it has ma tte d parts of 
your heart Lanrice Elehwany wrote 
the screenplay; the director was 
Howard zfeff 

Why not a classic French 
double-bill instead? Two influential 
films for the price of one. Jean Vigo’s 
poetic hymn to schooldays and 
anarchy Zero De Conduits inspired 
Lindsay Anderson’s If and Jean 
Renoir’s Boudu Sauve Des Eaux, in 
which an endearingly disgusting 
tramp (Michel Simon) upends the 
lives of a rich couple, went to 
Hollywood to become Down And Out 
In Beverly Hills. If you liked the 
copies, the originals are even better. 

Nigel Andrews 
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Humperdinck's 'Konigskinder' comes to the Coliseum 
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A ran, risk-taking revival ad the 
Cotamm tonight: the return to 
Loudon after eight decades’ absence 
rtBMgskinderor The Prince and 
theGodsegirL An. opera first 
pecfti^Bd at the New York 
MeirapeBtan in 1510 and at Covent 
Garden (among many other European 
theatres) soon aft e rwards. It 
ffisampaared into semi-perpetual 
neguetafter the First World War. 

The title will probably not mean 
aiot to the average English National 
Cpan patnakThe name of the 
eoagmer - Humperdinck - should 
meanalotmore to that same average 
jafron, but aa the creator of another 
opHa entirdy, Hansel and GreteL 
The stray concerns a couple of 
ftfef-fsfls fevers*, the Goose Ghd and 
the Bag”* Son, also a Witch living 
in a forest* and a Baroommaker, 

Woodcutter andlamelflnstrel from 
a town (Kwltahrnim) fall of . 
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; in the finale the lovers 
meet their deatii out in. the winter 
snoi^ jim} gre then mourned by a 
WWaton rf Hrihlwmwi diMren. 
What m earth are ENO up to? 


What they are up to, I have every 
confidence, is the revelation to a 
wider public of Slate-Romantic 
masterpiece both inmextant and 
ravishfaigly beautiful. The new 
production, put on in recessionary 
hard times end at noble risk to 
boac-office health. Is above all the 
love-child of Peter Jones, ENO 
general director and a Humperdinck 
appassionato to whose personal 
insistence we already owe the 
company's wagwWteHit modern-dress 
Hansel and Gretel of 1387. 

In the audience for the 1986 
production of EBnfgsfdnder at the 
Wexford Festival - which is where 
many of us first fell under the work’s 
spell - Jonas had been prominently 
visible, and talk of a proposed ENO 

stagtaw mounted by the house’s 
A-team of Elder (conductor) and 
Fountuey (producer) began to 
drcnlate soon afterwards. This 
season, rumour hardens Into fact; 
whatever may be the fate of the 
tonight's premiere, Jonas's active 
devotion to the Humperdinck cause 
must already have secured him a 
place in opera-intendants’ heaven. 


Hansel was the first of 
Humperdi nck's ten stage works. Its 
worldwide triumph was for the 
composer a burden as wen as a boon. 
Ktmigskmder took a long while to 
achieve final farm On its original 
version of 1897 it had been a striking 
experiment, a play with mask 
acco mpany ing notated speech); 
Humperdinck only received the 
permission cd the playwright Ernst 
Rosmer foseudonym of Efaa 
Bernsteln-Porges) to make a 
fully-fledged Konigskinder opera 
after years of struggle. 

The general role about neglected 
operas is that there is often a good, 
practical reason why they got that 
way. The Kamgskmder case Is, I 
believe, d if fe ren t. Its “problem” was 
not just that the runaway success 
of Hansel had still to be followed 
up, but that it launches Itself as a 
work of apparently Hansel tike 
nature ami substance: a fairy tale 
of folk-lsh hue and melodic inflection 
that, like Hansel opens and doses 
In that cradle of German Romantic 
sensibility, the dark forest. 

Soon, however, it develops a 


considerable “differentaess” — as 
DavU Fountiiey sera it, KdR&sttufr 
operates on three interlinked levels, 
as fairy tale, symbolist drama with 
social-satire overtimes, and (above 
all in the final act) allegory of the 
seasons with a powerful, 
ecologically-eware undercurrent 
in his words, a vision of “eternal 
winter”. 

Admittedly, the complications 
of th e plo t brin g with them an 
immense number of traps for the 
unwary. It is folk-tale ghnpl p - 
characters specified by jobs, not 
names - hut also, as suggested 
earlier, folk-tale eventfid. Its panoply 
ofecht-Deutsch scenic and symbolic 
devices - geese, flower garlands, 
felling stars and poisoned loaves 
of bread, Just for a start - provide 
a potentially deep chasm of 
embarrassment for performers and 
audiences to topple into together. 

As in an worthwhile operas, what 
holds it all together, making the 
iiilvf j f pf not just meaning ftil but 

powerfully affecting and “relevant”, 
is, of course, the music. The score 
niHec post-Wagnerian const ruction 


and richness of vocal and 
instrumental sound to a radiant 
freshness of senslMltiy entirely 
personal to Humperdinck. 

Pountney’s word far the composer’s 
creative stance is “innocent”. Tills, 
Us says, has determined his 
treatment of the opera. The example 
of Ms celebrated 1982 production 
of Dvorak’s BusaJka, another 
late-Rmwantfe fairy-tale transformed 
on the ENO stage into a Freudian 
fihle of sexual awakening, is not 
appropr iat e here, since the chromatic 
sensuality of Dvorak’s Idiora has 
no parallel in Konigskinder. 

This Is in no way to suggest that 
Pountney believes the opera 
simple-minded or archly naive; 
indeed, it’s hard to think he could, 
or jmwgWe anyone one ewning to 
the opera for the first time who does 
not fell under the spell of Us limpid 
sounds, shiningly broad spans of 
lyrical Inventlmi, and gentle but 
utterly purposeful dramatic 
modulation from light to tragically 
dark over the course of its three acts. 


Max Loppert 


Good Rockin ’ 
Tonite! 


STRAND THEATRE 

Cliff was there in the audience, 
and Lonnie, and Marty and 
genial Joe Brown. And there 
they were on stage, too, or 
rather the young musicians 
given the thankless task of 
impersonating the old rockers 
of the 1950s, who have now 
become old rockers In their fif¬ 
ties. Of course by the end 
everyone was on stage for 
“Good rockin' tonite”, includ¬ 
ing Jack Good who was cred¬ 
ited with devising and writing 
a show which is all about, well. 
Jack Good. 

Good was the Balliol m a n 
who in 1956 was given the job 
of producing the BBC's first 
television programme aimed at 
that new social group, teenag¬ 
ers. Ignoring pleas for 
vignettes on mountaineering 
and fashion be rounded up the 
skiffle groups and first rockers, 
who were surfacing in Soho, 
and gave the world Six Five 
Special. It was such a success 
that Good was sacked. He 
moved to ITV and repeated the 
trick with Oh Boy. After that 
there were 30 years of relative 
obscurity before this, his last 
public engagement In the sum¬ 
mer he enters a monastic order 
in Texas. 

An yone expecting a coherent 
plot, witty dialogue, and per¬ 
ceptive insights is in dream¬ 
land. What you get is a re-cre¬ 
ation of the shows, In 
particular Oft Boy, from a like¬ 
able cast, better at evoking the 
music than the charisma. 
Through it all Philip Bird, as 
the young Jack Good, plays the 
overbearing egoist desperately 
hamming Shakespeare at times 
of crisis. 

The only moments of hard 
core reality in this escapist 
evening were when the old 
rockets in the audience hap¬ 


pily booed when the character 
playing that managerial Sven- 
gali, Larry Parries, came on 
stage and when Michael Dimi¬ 
tri, as Gene Vincent burst the 
zip on his leather trousers. The 
show was also slow on the lit¬ 
mus test of getting them danc¬ 
ing in the aisles: it needed Bird 
at the finale to grab a girl from 
the stalls to get the Joist bop¬ 
ping. 

Tim Whitnall was convinc¬ 
ing as Eddie Cochran and 
endearing as Cliff, and Gavin 
Stanley made Billy Fury (who 
died nine years ago to the 
night) more Interesting than 
be managed to be in life. But 
as an insider’s view of a musi¬ 
cal revolution it was a non¬ 
starter. As a party It was One, 
and anyone mindful of “Move 
it". “Run around Sue”, “Be- 
Bop-a-Lula“ and scores more of 
those artless paeons to pure 
teenage love, will enjoy them 
selves tremendously for the 
knock down price of £10 a 
ticket, and for eight weeks 
only. 

My nostalgia for the era suf¬ 
fered two setbacks: at the end, 
when Anna-Jiiliana Clare, one 
of the under-used women in 
the cast, belted out a song of 
the ’60s, “Respect”, which 
exposed the shallowness of ’60s 
rock; and at the beginning, 
when tbe tucked and *anrn»ri 
celebrity audience eased Into 
their seats, I realised that the 
years had shrunk to nothing 
the generation gap between 
“Good Old Days” celebrations 
of “Olrie Tyme Music Hall” and 
“Rock and Roll” revival nights. 
Both satisfy the natural rever¬ 
ence of oldies for the Innocent 
music of their youth. 

Antony Thorncroft 


Sidewalk Sidney 

MANCHESTER ROYAL EXCHANGE 


Randhi McWilliams’ 
prize-winner from the Mobil 
Playwriting competition is a 
two-hander pushed way 
beyond its natural l eng th This 
is a reflection not so much on 
the Mobil judges, who are deal¬ 
ing with raw scripts, but on 
the production team who 
should surely have done more 
to knock it into shape. 

McWflhams is a West Indian 
Londoner whose theme is the 
familiar one of generational 
conflict between the immi¬ 
grants of the 1950s and their 
British-born offspring. His 
innovation is to extend the gap 
by a generation, i gnoring the 
children of the immigrants to 
look at what has happened to 
their grandchildren. Aban¬ 
doned shortly after birth by his 
teenage mothe r , Dominic has 
been brought up by his grand¬ 
mother, now dead, and his 
grandfather. Sidewalk Sidney, 
a tetchy repository of all tbe 
injustices meted out to Us fam¬ 
ily and his community. 

McWilliams’ point, and it is 
a mature one, is that the Issues 
of the old are different from 
the issues facing the young. 
Dominic has a white girlfriend. 
He is attacked twice during the 
play - but neither is the 
straightforward racist assault 
that his grandfather assumes it 
to be. The first is a simple 
knife at tack by a hlack youth, 
while the second happens 
when he is mistaken for a 
mugger as he rescues an old 
white woman from a black 
gang. 

What McWilliams seems to 
be gesturing at is that outdated 
prejudices are preventing 
young blacks from realising 
their potential. Sidney’s can¬ 


tankerous bitterness conceals 
the soul within him , which is 
glimpsed through his love for 
his grandchild and his unap¬ 
preciated talent as a song¬ 
writer. With stick raised in 
rebellion against the great 
colonialist in the sky, Eddie 
Osei cuts a fine figure, grum¬ 
bling comically to his dead 
wife or thundering, Learlike, 
against his fate. Charlie Caine 
also does well to ride the 
powerhouse of emotions that 
propel Dominic from amused 
indulgence to drunken anger. 

Sidney will never be aide to 
accept his grandson's values - 
he moans about the changes 
that Dominic has maria to his 
songs, but those songs are the 
key to a cultural reconciliation 
between the two. In order to 
make Us grandfather proud of 
him, Dominic must fi nd a pride 
in bis grandfather. 

One can see why the play 
appealed to the Mobil panel¬ 
lists: it has an attractive wis¬ 
dom and a marvellous com¬ 
mand of a West Indian patois 
that is rich, rough and comi¬ 
cally rude. R does not, how¬ 
ever, display an innate grasp of 
theatrical structure: the char¬ 
acters seldom stray from their 
monologues, and the second 
act splinters into a series of 
crude episodes to which direc¬ 
tor James Maxwell's only solu¬ 
tion seems to he to turn the 
lights up and down. 

The tone, the design, the 
paring are fatally prosaic. One 
can only hope that McWil¬ 
liams’ Mobil winnings give 
the space to develop along 
more satisfying lines. 

Claire Amutstead 
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■ AMSTERDAM 

C gn ea rt gabo uw 20.15 Riccardo 
g balHy oocKkucfa the Royal 
porowfoabouW Orchestra in music 
by Schoartwaifl and Bruckner. 
Tomorrow and Bat Richard Hiekox 
conduflfa.forNattiarfands Chamber 
Orchestra; s^aftemoon: Frans 
“teWenconducis the Netherlands 
Wind Ensemble (8718 345) 
yu ri sfcl h a afe rmOQ Hartmut 
.radnriion-eonducte Harry Kupfer's 
Productton.01 Ufa Frau ohne 
j**waan; wah a cast led by Brian 
Hilt, Elled Shader, John Bracheler, 
DaborahfcdaaW and Jane 

HanscheL Runs till FSb-21, with 

.naxt perfonoance on Mon. 
^wwrrowrNedertands Dans - 
Thasfar invEhoreographlea by Jlrl 
Kylian, Hans yan Manen and David 
farB«»46a6B455/crodtt card 
bwWnflS 82it ttl) 
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■BARCELONA 

Palau MalfaMca 21.00 
•t fiyfw'tafloiwllrii. 

1 -V '/A Sat and Sutu. 

S«nJtov:cdqdijcfatt» Bai 
CBy Orchestra in Scheme 
£ourtteSymp&qny and: Ra 
Hand Concerto, wtth'Enrk 
de:Guzmao (2581000). T« 
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In Oran Teatre del Uceu: 
Tchaikovsky's Queen of Spades 
(412 1466) 


■ BERLIN 

Staatsoper unter den Linden 19.00 
AMa. Tomorrow: Zar und 
Zlmmermann. Sat Swan Lake. 

Sun: Jenufa (East Berlin 2004 762) 
Komhehe Oper 20.00 Joachim 
Willed conducts Harry Kupfer's 
production of Orfeo ed Eu rid ice, 
with Jochen Kowalski as Orpheus. 
Tomorrow: Bartered Bride. Sat 
Entfuhrung. Sun: Carmen (East 
Berlin 2292 555) 

Deutsche Oper 19-30 Heinrich 
Hoffrsfser conducts Der ffiagende 
Hollander, with Franz Grundheber. 
Sabine Hass and Hans So tin, also 
Sat Tomorrow: L'elisir d’amore. 
Sun: La Sylphide (West Berlin 3410 
248) 

Schauapieffiaus 20.00 Milan Horvat 
conducts the Berlin Symphony 
Orchestra In Prokofiev's Classical 
Symphony, Paganini’s Fourth Violin 
Concerto (with Thomas Christian) 
and Brahms’ Fourth Sympho ny. 
also tomorrow (East Berlin 2272 
261) 


■ BOLOGNA 
Teatro Commurarie 20.30 Maurizlo 
Beninl conducts Enzo Dara’s 
production of Pergolesl’s La serva 
padrona and Cimarosa's li maestro 
di capella, with a cast including 
Dara, Bruno di Simone and Alida 
Ferrarini. Repeated on Sun at 15.30 
(528999) _ 


■ BUDAPEST 

Tonight at 19.00, the State Opera 
has Rossini's Moss In Egltto, in 
a new production staged by Gabor 


Mlklos Kerenyi. Tomorrow: Don 
Giovanni. Tomorrow at the Erkel 
Theatre: Die Zauberflfite. The Franz 
Liszt Chamber Orchestra gives 
a concert tomorrow at the Obuda 
Social Circle, with music by 
Beethoven, Mahler and 
Tchaikovsky. Pre-booking for 
concerts at the National 
Philharmonic Booking Office 
(Vorosmarty ter 1) and tor opera 
at the Central Theatre Booking 
Office (Andrassy ut 18), also at 
theatre box offices. 


■ FRANKFURT 

AOa Oper 20.00 Dmitri Kttaenko 
conducts the Frankfurt Radio 
Symphony Orchestra in Barber’s 
Adagio for Strings. Prokofiev’s 
Second Piano Concerto (soloist 
Vladimir Krainlev) and Brahms' 
First Symphony, also tomorrow. 
Sun: Christopher Hog wood and 
the Academy of Ancient Music 
(1340 400) 

Opamhaus 19.30 Stefan Soltesz 
conducts Peter Muss bach's 
production of Ariadne auf Naxos, 
with a cast including Anna 
Tomowa-Sintow and Seppo 
Ruohonen. Tomorrow and Sun: 
Die Zauberfldte. Sat Moses und 

Aron (236061) 


■LONDON 

THEATRE 

• Night of the Iguana: Tennessee 
Williams’ 1961 play about the 
manageress of a Mexican hotel 
and her quirky guests. Frances 
Barber, Eileen Atkins and Alfred 
Molina swelter in the heat of the 
jungle. Starts previewing tomorrow, 
Press night next Thurs (Lyttelton, 
National Theatre 071-928 2252). 

• La B6te: British premiere ol 


a new American comedy by Davki 
Hlrson, directed by Richard Jones. 
Starts previewing tonight Press 
night next Wed (Lyric Hammersmith 
071-636 3464). 

• The Cotton Club: the jazz 
musical inspired by the New York 
dub. In an all-black production 
directed and choreographed by 
Billy Wilson (Aldwych 071-836 
6404). 

• The Gigli Concert Tom 
Murphy's 1983 Irish comedy has 
wit, pathos and superlative acting 
from a cast of three (Almeida 
071-359 4404). 

• Faith Healer Brian Friel's play 
about an artist's work and 
relationships. An Abbey Theatre 
Dublin production. Runs till Feb 

16 (Royal Court 071-730 1745). 

• For ticket Information about 
all West End shows, phone 
Theatreline from anywhere in the 
UK: Plays 0836 430959 Musicals 
0836 430960 Comedies 0836 430961 
Thrillers 0836 430962 

MUSIC 

Coliseum 19.00 First night of new 

ENO production of Humperdinck's 
Kfinigsklnder Mark Elder conducts 
David Pountney’s staging, designed 
by Sue Blane. Runs till Feb 28, 
with next performance on Tubs. 
Tomorrow: Xerxes. Sab Die 
Redermaus (071-836 3161) 

Royal Festival HaU 19.30 Franz 
Welser-Moat conducts the London 
Philharmonic in Dvorak's The 
Golden Spinning Wheel, 

Beethoven's Third Piano Concerto 
with Plotr Anderszewski and 
Martinu's Fifth Symphony. 
Tomorrow: Ashkenazy conducts 
the RPO In Walton’s First 
Symphony (071-928 8800) 

Queen Elizabeth Hall 19.45 Henry 
Threadgill's Very Very Circus and 


Orphy Robinson’s Anavas. Sab 
David Wlllcocks conducts the Bach 
Choir In Carolina Burana (071-828 
8800) 

Barbican 19.45 Marla Ewing sings 
Strauss' Four Last Songs In an 
LSO concert conducted by Michael 
Tllaon Thomas. Tomorrow: 
Tchaikovsky programme. Sat 
music and dance from the ballet 
Sun: Barbara Hendricks sings 
Barber’s Knoxville (071-638 8891) 


■ MADRID 

Teatro Llrico La Zarzuela 20.00 
Antoni Ros Marba conducts 
Roberto Gerhard's opera The 
Duenna. (429 8225) 

AudUmrfo Nadonal de Uuslea 
Tonight's concert of music by the 
early 18th century Spanish 
composer Antonio Uteres Is given 
by the Con junto Barroco La 
Stravaganza. Fri, Sat Sun: 
Cristobal Halffter conducts toe 
Madrid Symphony Orchestra in 
music by Gulnjoan, Halffter, 
Respighi and Sibelius (337 0100) 


■ NEW YORK 

Avery Fisher Han 20.00 Charles 
Dutolt conducts the New York 
Philharmonic Orchestra in 
Roussel's suite Fbstin de 
I’Aralgn&e, Beethoven's Fourth 
Piano Concerto (soloist Radu Lupu) 
and Nielsen’s Fifth Symphony. 
Repeated tomorrow at 11.00 and 
Sat at 20.00. 00 (875 5030) 
Metropolitan Opera 20.00 Last 
performance this season of L'elisir 
d’amore. Tomorrow: Fidelio. Sat 
Der fllegende Hollander (362 6000) 


■ ROME 

Teatro Ollmpfco 21.00 Vermeer 


Quartet plays string quartets by 
Mendelssohn, Shostakovich and 
Beethoven (3234 890) 

Teatro detfOpera 20.30 Paolo 
Carignani conducts Carlo 
Verdone's production of (I barbiere 
di Sivlglia. Runs till Feb 7, with 
next performance on Sun (488 3641) 


■ UTRECHT 

Vrodenborg 20.15 Guitar and flute 
recital by Gabriel Yacoub and 
Jean-Plerra Rasle. Tomorrow: John 
Dankworth and the Rotterdam 
Philharmonic Orchestra play the 
music of Broadway. Sat Graeme 
Jenkins conducts the Netherlands 
Radio Chamber Orchestra in music 
by Beethoven, Bizet and Britten. 
Sun: Combattimento Consort in 
a programme of baroque music 
(314544) 


■ VIENNA 

Staatsoper 19.00 Leopold Hager 
conducts Die Redermaus, with 
a cast led by Barbara Daniels, Eva 
Und, Rudolf Mazzola and Josef 

Hopferwieser. Tomorrow: Un hallo 
In maschera with Gabriels 
Benackova, Alberto Cupldo and 
Leo Nucd. Sat La bohftme. Sun: 
Lohengrin (51444 2960) 

Voficsoper 19.00 Donald Runnlcles 
conducts Christine Mlelltz's 
production of Lady Macbeth of 
Mtsensk. Tomorrow: Kalman's 
operetta Die Zirkusprinzessin. Sat 
La Cage aux Foil © 3 . Sun: Eugene 
Onegin (51444 3318} 

Musicveraln 19.00 UK Schirmer 
conducts the Vienna Symphony 
Orchestra, choruses and soloists 
in toe Austrian premiere of 
Martinu's opera The Miracle of 
Our Lady. Tomorrow: piano recital 
by Oleg Malsenberg (505 B190) 


European Cable and 
Satellite Business TV 

(all tfenea CET) 

HONOAT TO FRIDAY 

CNN 

07300800 Moneyline 
1230-1300 Business Morning 
1330-1400 Business Day 
1 2000-2030 World Business Today 

- a Joint FT/CNN production with 
Grant Perry and Colin Chapman 
230042330 World Business Today 
0100-0130 MonoyHns 

Super Gftanm/ 

08004)820 Business View 
0830- 0700 Business Insiders 
2130-2200 (Tuss) East Europe 
Repo rt - weekly Indapth analysis 
from FTTV 

2130-2200 (Wed) FT Business 
Weekly - global business report 
with James Bellini 
2130-2200 (Thurs) Talking Heads 

- International Issues 
Sty No wa 

1200 International Bualnasa 
Report 

1130. 1730, 2130. 0430. 0530 
(Thuis) FT Business Weekly 

SATURDAY 

CNN 

0730-0300 Monayiine 
0900-0930 World Business This 
Week - a Joint FT/CNN production 
1540-1610 Moneywseft 
1BO0-1B3O world Business This 
Week 

SUNDAY 

Supor Channel 

1600-1830 FT Business Weekly 
Sky Nows 

1330. 1630. 2030, 0030. 0230 FT 

Business Weekly 

CNN 

1800-1630 World Business This 
Week 
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The president 
sits it out 


THE MARKET verdict on US 
President George Bush's State 
of the Union message and bud¬ 
get proposals is eloquent: equi¬ 
ties and the dollar weakened, 
while government bonds rose. 
This implies that in the 
absence of any other than 
shop-soiled proposals to revive 
the US economy, the Federal 
Reserve will have to do what it 
can by cutting interest rates; 
but no quick results are expec¬ 
ted. US economic policy 
remains paralysed by the bur¬ 
den of federal debt, while the 
private sector is equally crip¬ 
pled by debts of its own. 

It is little wonder that Mr 
Bush's popular standing con¬ 
tinues to slide. In a poll taken 
on the eve of his budget, no 
less than 73 per cent of the 
voters said that they thought 
the country worse off than five 
years ago - a substantially 
worse reading than that which 
drove President Carter to com¬ 
plain of a national malaise. 
Only 9 per cent saw any hope 
of short-term improvement. 
Meanwhile the current presi¬ 
dent is seen passively waiting 
for a deus ex machxna, in the 
form of a cyclical consumer-led 
recovery, to rescue both the 
economy and his own hopes of 
re-election 

The latest readings on the 
economy are not encouraging. 
Real domestic final demand fell 
at an annual rate of nearly 2 
per cent in the last quarter of 
1991. so that the real growth 
rate of 0.3 per cent was sus¬ 
tained only by the improving 
trade balance. The administra¬ 
tion itself expects this improve¬ 
ment to taper off sharply as 
growth among US trade part¬ 
ners slows, so its forecast of 1.6 
per cent real growth this year 
rests entirely on a domestic 
tumroond. The source of this 
is not the proposed budget, 
which is claimed to add only 
0.6 per cent to demand, but 
monetary policy: “The modera¬ 
tion of Inflation provides the 
Federal Reserve ample room to 
ease interest rates further if 
this appears warranted" 

Old favourite 

The Fed might in fact have 
to offset the effects of the Bush 
proposals, in the unlikely 
event that Congress passed 
them. Both parties favour 
higher tax breaks and social 
spending, fimmrpd by defence 
cuts - SSObn over five years 


under the Bush plan, but much 
more if the Democrats get their 
way. This approach is obvi¬ 
ously a more sensible use of 
resources than building 
unwanted weapons, but its eco¬ 
nomic effects would be slow, 
and initially might well be 
deflationary. Jobs and incomes 
will be lost in the defence sec¬ 
tor, but tax cuts - and espe¬ 
cially the president's unpopu¬ 
lar old favourite, a large cut In 
capital gains tax - would go 
partly to restore personal 
savings. Very necessary, a g ain ; 
but no short-term stimulus. 

Growing danger 

However, policies in an elec¬ 
tion year are framed in the 
short term, and in this time 
frame America’s trade partners 
nan only pray that the adminis¬ 
tration's forecasts prove more 
impressive than its budget pro¬ 
posals. If the economy remains 
depressed, there is a growing 
danger that the next election 
will see a rebirth of the sort of 
populism which gave us the 
Smoot-Hawley tariffs in the 
1930s. The poll which showed 
such poor support for Mr Bush 
also showed a hunger for more 
public spending - with a fiscal 
deficit already projected at 
$399bn - and a forbidding 56 
per cent in favour of a protec¬ 
tionist approach to presenting 
American jobs. 

Protectionism has been pub¬ 
licly favoured only by a part of 
the Democratic leadership 
until now; but the president 
has shown in the past that 
when the shot is flying he. like I 
the Duke of Plaza-Toro, is 
happy to lead his supporters 
from behind. The short-sighted 
EC stance on farm issues at 
the Gatt, which has bitterly 
offended the traditionally free- 
trade US farm lobby, can only 
encourage the chauvinist 
voices in both parties. Partners 
who find the idea of an Isola¬ 
tionist US forbidding should 
reflect that their macroeco¬ 
nomic policies may also be 
helping to produce the result 
they fear. Mr Bush's dilemma 
confirms what has been clear 
ever since his election - that 
the US, the traditional locomo¬ 
tive of world economic growth, 
is out of steam and in sad need 
of an overhaul. If we are to 
rely on more than crossed fin¬ 
gers to lead an American 
revival, the motive power may 
have to come from outside. 


Deterrence 
in Europe 


ON THE face of it, the 
disarmament measures 
announced by President 
George Bush on Tuesday night, 
and by President Boris Yeltsin 
yesterday do not directly affect 
western Europe. Both British 
and French officials were quick 
to point out that, even after 
these measures are imple¬ 
mented, Russia and the US will 
still have nuclear arsenals far 
larger than either Britain or 
France. 

But officials in both London 
and Paris are well aware that 
the reverse arms race, if it con¬ 
tinues at Its present rate, will 
before long reach a point 
where the size of the British 
and French arsenals becomes a 
consideration affecting US and 
Russian decisions. 

And without waiting for that 
point to be reached, it is 
already abundantly clear that 
the old rationale for the 
deployment of nuclear weap¬ 
ons in western Europe no lon¬ 
ger applies. Mr Tom King, 
Britain's defence secretary, 
effectively admitted as much 
yesterday when he invited 
journalists to draw their own 
conclusions about the target-, 
log of Britain's submarine- 
based missiles from Nato's dec¬ 
laration that it no longer 
viewed the former Soviet 
Union as an adversary. It no 
longer makes sense for British 
or French strategic weapons to 
be targeted on Russian dtles. 

The threat to western 
Europe from Soviet conven¬ 
tional power has now been 
removed. There is therefore no 
longer a justification for any 
Nato country to retain an 
option of being the first to use 
nuclear weapons. The remain¬ 
ing function of nuclear weap¬ 
ons is, so to speak, to deter 
each other. Given that there 
are a great many of them 
around, particularly at present 
in the former Soviet Union but 
potentially also in the Middle 
East and the Third World, no 
country wants to be exposed to 
the threat of their being used 
against it 

Three choices 

Three ways to avoid that 
risk suggest themselves. One is 
to be armed with nuclear 
weapons of your own as a 
deterrent. But that solution, if 
generalised, leads to a world 
with dozens of nuclear powers. 
Few theorists, and no political 


leaders, are prepared to say 
that such a world would be a 
safe one. Consequently there is 
more or less of a consensus on 
the preferability of a second 
and contrary option, which is 
to limit the spread of nuclear 
weapons as strictly as possible. 
That is the object of the 
Nuclear Non-Proliferation 
Treaty (NPT), of which Britain 
was a co-sponsor with the US 
and the Soviet Union, and to 
which France too is now a 
party. The awkward long-term 
question for Britain and 
France is whether, by insisting 

on the necessity of maintain¬ 
ing their own independent 
national deterrents, they do 
not risk undermining the NPT 
and making it more difficult to 
persuade states such as Kaz¬ 
akhstan anri Ukraine to adhere 
to it The awkward short-term 
question, for Britain In particu¬ 
lar, is whether a derision to 
commission a fourth Trident 
submarine, which is due to be 
taken within the next weeks or 
months, might not in present 
circumstances be seen as a 
step in the wrong direction, 
sending a wrong signal to 
states now considering their 
nuclear options. 

Uniform security 
It was perhaps with such 
thoughts in mind that Presi¬ 
dent Francois Mitterrand 
recently suggested the neces¬ 
sity of working out a “Euro¬ 
pean nuclear doctrine”. Cer¬ 
tainly Britain and France 
would be well advised, if they 
wish to retain their nuclear 
forces, to relate them as clearly 
as possible to the security of 
Europe as a whole. If they 
decide that a tactical air-to-sur¬ 
face missile is necessary as a 
deterrent against new nuclear 
powers, they would surelv be 
well advised to pool their 
resources in developing it 
The third solution, compati¬ 
ble with both of the others, is 
the one suggested by Mr Ydt- 
sm yesterday: a co-operative 
effort to build anti-missile 
defences. Implausible when 
President Ronald Reagan 
suggested it as a way of mak¬ 
ing nuclear weapons "impotent 
and obsolete", it becomes less 
so as an insurance against a 
single strike from a novice 
nuclear power. It is certainly 
worth examining, and if it goes 
ahead Europe should make 
sure of being Included in it 


I ndia's industrialists are 
braced for a shock. They 
may soon have to face 
competition. If they survive 
they could become serious 
players in the global markets. 
They are by nature survivors. 
"We enjoy the privileges of a 
monopoly in some of our busi¬ 
nesses.” acknowledged the 
beaming chairman of Kanoria 
Chemicals & Industries in Cal¬ 
cutta, “and we also welcome 
the government's new eco¬ 
nomic policy, which opens the 
market to all comers." 

There was just one little 
thing. Competition should first 
be confined to Indian compa¬ 
nies. Then the newly strength¬ 
ened enterprises should try 
their hand at exports. Only 
when they had thus proved 
their mettle should foreign 
imports be allowed in. But if 
there is to be no foreign capi¬ 
tal, I protested, local new 
entrants to hi ghly capitalised 
industries will face impossibly 
high start-up costs. Mr 3 S 
Kanoria smiled expansively. 

A company boss in another 
sector spread his hands to 
emphasise a different point 
“Of course I built my business 
cheaply by bribing officials to 
grant licences," he confessed. 
“You call that corrupt. I call It 
the only way it has been possi¬ 
ble to do business in India. 
Now, under the new economic 
policy, licences from the cen¬ 
tral government are no longer 
needed. We shall have to learn 
new methods.” But Mr MZA 
Baig, principal executive offi¬ 
cer of Tata Services, insisted 
that the Tata companies had 
never resorted to bribes. 

Another chairman, whose 
varied interests include a huge 
tea plantation, was even more 
positive about New Delhi's lib¬ 
eralisation of the economy. “As 
soon as the rupee becomes 
fully convertible," said Mr B M 
Khaitan of MacNeill & Magor, 
“we shall buy into certain com¬ 
panies in Britain.” Watch out, 
Allied-Lyons. 

Watch out, although not 
quite yet, Renault, Volkswagen 
and Fiat The car manufactur¬ 
ing plant of Maruti Udyog is 
just a half-hour's drive out of 
New DelhL Founded on the 
ruins of a venture Initiated by 
the late Mr Sanjay Gandhi, 
Maruti is 40 per cent owned by 
Suzuki, 60 per cent by the gov¬ 
ernment of India. The plant's 
snappy small cars have become 
the symbol of Indian yuppie- 
dom. Last year they exported 
5,000 of the 123,000 they made; 
now they are p lanning a new 
assembly line able to make 
70,000 export models annually . 
Their employees, well paid by 
Indian standards, seemed to 
my untrained eye to be hig hly 
skilled, at home among the 
giant Komatsu steel presses 
and the Kawasaki robots. 

As many Indians see it, the 
government's plan to increase 
Suzuki’s stake to 50 per cent is 
a dangerously revolutionary 
act of creeping privatisation. 
Yet 10 years from now, Maruti 
should be wholly private - 
and able to undercut most of 
the world's small-car manufac¬ 
turers. Before that, the 200 per 
cent duty on imports also has 
to go. Meanwhile, as the num¬ 
ber oF local carmakers grows 
(Tata has a new marque on the 
roads) the legal impediments 
to the expansion of activities 
by large companies are to be 
removed. 

Indian tycoons sit in palatial 
offices, surrounded by elec¬ 
tronic accoutrements familiar 
to their counterparts in New 
York, London or Frankfurt. 


Joe Rogaly examines the 
process of change within 
the Indian economy 

Sundered 

chains 



Outside you find the overpopu¬ 
lated pavements of Mother 
Theresa’s universe; as soon as 
you come down for a taxi a 
skeletal hand appears before 
your face, begging. The India 
most foreigners can under¬ 
stand Is confined to the urban 
industrialised sector, minus 
the city poor. Indians call it 
the “organised sector". The 
real India, a nation of villagers 
and rural labourers, is a closed 
book. 

The organised sector 
accounts for perhaps an eighth 
of the population, or some 
110 m people. Most of the 
top-level Indians mumble that 
something must be done to 
raise the living standards of 
the other seven-eighths but, 
beyond rapid industrialisation 
and trickle-down, few seemed 
to have any solution. 

I have doubts about the effi¬ 
cacy of trickle-down. If it 
comes, It will come slowly. 
Hundreds of millions of people 
will die in abject poverty 
before it does. Yet to those wbo 
believe that there is no alterna¬ 
tive it must be conceded that 
the potential for rapid growth 
is there. All that is required is 
that New Delhi's politicians 
exhibit qualities superior to 
those of most other politicians 
in most other countries. 

India's neo-Thatcherite trio 
- the prime minister and the 
ministers of finance and com¬ 
merce - are trying to rise to 
the moment The prime minis¬ 
ter, Mr PV Narashima Rao, 


was regarded as a stop-gap 
when he formed a government 
last June, following the assas¬ 
sination of Mr Rajiv Gandhi 
during an inconclusive election 
campaign. Yet the 70-year-old 
Mr Rao has so far held his gov¬ 
ernment together in spite of 
continuing violence in Assam 
(where a political deal may 
contain the troubles), the Pun¬ 
jab (where he hopes to hold an 
election), and Kashmir. 

He has also presided over the 
formulation of the most radical 
programme of economic liber¬ 
alisation in independent 
India’s history. The question, 
much debated in New Delhi, of 
how much is genuine and how 
much has been forced on the 
government by the Interna¬ 
tional Monetary Fund and the 
World Bank is secondary. The 
important point is that a start 
is being made on dismantling 
the quasi-socialist state built 
by Nehru and his successors 
under Soviet influence. 

There will be setbacks. 
Soviet spares are missed, espe¬ 
cially by the military. Rouble- 
rupee trade, built up by previ¬ 
ous governments, has van¬ 
ished. Inflation may topple the 
Rao government. The “exit pro¬ 
gramme”, an Indian phrase 
meaning the redeployment or 
retraining or sacking of redun¬ 
dant workers, has already led 
to one strike. With no social 
security safety net, unemploy¬ 
ment can mean a return to 
pavement life. Corruption will 
take at least a generation to 


weed out. The bureaucracy will 
take years to uproot. State gov¬ 
ernments will continue to be 
obstructive. You could cast 
doubt on the whole experi¬ 
ment Mr Swaij Paul, who trav¬ 
els frequently to India from his 
Caparo Group headquarters in 
London, observes that so far, 
little has really changed. 

Yet Mr Rao's two key minis¬ 
ters seem absolutely deter¬ 
mined to press ahead. The 
finance minister. Dr Manmo- 

han Sing h, is a riistlngiTfch/pd 

economist The commerce min¬ 
ister, Mr P Chidambaram is a 
lawyer and a Harvard MBA. 
With Mr Rao, this troOw is try¬ 
ing to reconstruct Ihdia’s econ¬ 
omy. It has New Delhi's sophis¬ 
ticated economists, although 
not its academics, behind it So 
(hr it has devalued the rupee, 
cut government expenditure, 
abolished industrial licensing, 
slashed export subsidies and 
introduced “exim scrip", a for¬ 
eign exchange permit allowing 
companies to import goods to 
the value of 30 per cent of their 
exports. The scrip is freely 
tradeable; the margin on scrip 
sales constitutes a hidden 
export subsidy. Clearances for 
foreign investors, once held up, 
have suddenly begun to flow j 
through. General Motors, Gen¬ 
eral Electric. IBM and, sensa¬ 
tionally in view of past antipa¬ 
thies, Coca-Cola have all 
signed recent deals. These and 
other liberalisation measures 
are advertised on New Delhi 
posters with the symbol of an 
unchained elephant 
The powerful beast may turn 
on its new mahout. Next 
month’s budget will be a test of 
the popular will and the oppo¬ 
sition parties' patience. Fur¬ 
ther public expenditure cuts 
are required by the deal with 
the Fund. The government's 
objective is that the overall 
public sector deficit, which 
includes the states and public 
enterprises, is to be reduced 
from 12.5 per cent of gross 
domestic product in 1990-91 to 
about 7 per cent within four 
years. British or American 
treasury officials could not 
promise the equivalent. 

Dr Singh has also under¬ 
taken to reform the tax system, 
which at the moment depends 
heavily on excise duties. The 
Indian government proposes to 
restructure the banks (nation¬ 
alised by Mrs Indira Gandhi), 
partly to introduce competition 
and partly to reduce the 
requirements imposed on com¬ 
mercial banks to hold large 
amounts of government debt at 
be low-market rates or. as bad, 
to lend to borrowers in sectors 
classed by the government as 
[‘priority”. (About half of lend¬ 
ing is at subsidised rates of 
Interest) 

He will also try to restruc¬ 
ture his international borrow¬ 
ings, although from a position 
of less weakness than on the 
day he took office, when he 
found the foreign exchange 
reserves down to a fortnight’s 
imports and had to pawn 
$60Qm of India’s gold. Dr Singh 
is not relying on a surge in 
foreign investments, or a rush 
home of money from the 
wealthy diaspora of non-resi¬ 
dent Indians. Just restructur¬ 
ing. exports and hard slog, 
with the loans to tide him over. 
Mexico, he points out, took 
seven years - from 1982 to 
1989 - to come right. He 
muses that India could take 
half that time. Maybe. But the 
sub-continent's many funda¬ 
mental economic problems will 
not be solved in one genera¬ 
tion. 


Sid’s Iron 
curtain 

■ Don’t talk to Sid Shaw about 
your aid to the former Soviet 
Union. For two years and more 
Sid, who has a nice little 
earner in Elvis Presley memo¬ 
rabilia with his east London 
business Elvisly Yours,has 
been trying to help Russians 
to help themselves, just like 
your western leaders say. 

He started looking for oppor¬ 
tunities after funding a trip 
to Graceland for a young hand¬ 
icapped Russian called Kolya 
Vasin, and eventually found 
Vesta, a St Petersburg 
do-it-yourself store run as a 
workers' cooperative after 
part- privatisation. 

Now, 14 visits later, the fog¬ 
bottling negotiations for a 
joint-venture chain of hard-cur- 
rency food and medical stores 
are complete. “The red tape's 
undone, we're registered and 
ready to trade." he says. 

"We've 2,000 feet of modernised 
floor space. The profit potential 
is good." 

So off he goes to the City 
of London looking for a "few 
hundred thousand pounds” 
to start up... and you’ve 
guessed it. All he gets is the 
brush-off. “As soon as you 
mention Russia to the banks, 
the iron curtain goes down." 


Opting in 

■ How does the recipient of 
an annual £250,000 salary malm 
it sound as if he’s setting a 
trend in modest executive com¬ 
pensation? 

Alan Bowkett, new chief at 
Berisford, ex plains that by put¬ 
ting in over £ira of his own 
money - subscribing for 6m 
new shares at 19p (Tuesday's 
market close being 17p) - he 
is more than covering four 
years' salary. But is that quite 
the point? 

Bowkett, who made his 
name by flogging bearings 
company United Precision 
Industries to the Japanese at 
a vast profit in 1990, may be 
showing confidence in his abll- 
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ity to breathe new life into the 
Berisford shell. 

But the upfront investment 
has also secured him a very 
nice options package If all goes 
well: 625m shares under the 
company scheme at a price 
of 16 p (attractive even if all 
goes only passably well); and 
a further 16m shares under 
certain favourable conditions 
if the share price tops 50p in 
the next two or three years. 

He was off to a propitious 
start yesterday with the shares 
closing on the day's high of 

20 p. 


Q.E.D. 

■ Kuwait's interior minister 
mak e s a change from politi¬ 
cians who claim to champion 
"civilisation” without saying 
what they mean by it. 

Denying that the emirate 
abuses human rights, Sheikh 
Ahmed Hamoud added: "We 
are a civilised country. We do 
not have secret police operat¬ 
ing after midni g ht." 


Digger’s double 

■ It is hard to believe that 
there is such a thing as a Finn¬ 
ish double of News Corpora¬ 
tion's Rupert Murdoch, but 
it sounds as if the digger has 
just recruited him to his board. 

The 59-year-old Aatos Erkko, 
chief executive of The Sanoraa 
Group for the past 20 years, 
is nowhere near as well known 
as Hamish Maxwell, the former 
chief executive of Philip Morris 
who has also joined. But our 
man in Helsinki reports that 
he is a very big wheeL He 
owns the biggest selling daily 
newspaper in Finland - Hel- 
singin Sanomat - and has 
extensive interests in maga¬ 
zines and cable TV. 

In the past his family has 
provided several politicians, 
but the publicity shy Erkko 
does not interfere editorially 
in his newspapers. He also dif- 



“Is this any way to bribe 
the electorate?” 

fers from Murdoch in that he 
does not need to borrow from 
banks and has no heirs. Part 
of the attraction, perhaps? 

The latest appointments to 
the News Corp board suggest 
that Murdoch, unlike some 
other tycoons, is not afraid 
to strengthen his team by 
adding non-executives with 
clout An overdue but welcome 
move, none the less. 


Duty bound 

■ Britain’s official bumf- 
pushers are evidently adopting 
an amended version of Omar 
Khayydm's famous line in 
elaborating on the Citizen's 
Charter. In their case, “The 
moving finger writes; and hav¬ 
ing writ, writes more." 

Already this week the Bene¬ 
fits Office's customer's charter 
has been followed by the Cus¬ 
toms & Excise traveller's char¬ 
ter. But although the first has 
been dubbed the scrounger's 
charter, it would be inappropri¬ 
ate to nickname the second 
the smuggler's charter, 
because it has somewhat 
strayed from the point of 


the original exercise. 

Whereas the idea behind 
such documents was to set out 
what users of the service have 
a right to expect from the offi¬ 
cialdom running it, the latest 
effusion concentrates on the 
responsibilities the traveller 
owes to the customs. 

For instance. Point 2 
instructs: “Your first step is 
to decide if you have anything 
to declare...." By Point 5 
you're told that it is only when 
you haven’t that you should 
enter the green channel. 

Point 8 is more permissive, 
however, in providing for duty 
to be paid not just in £ sterling, 
but by cheque or credit card. 
And Point 12, while stating 
that travellers must unpack 
and repack luggage if so asked, 
concedes that customs officers 
will help with repacking unless 
“operational circumstances" 
prevent it 

Whatever next? A police 
charter telling us to uphold 
the law, with perhaps a 
reminder that “operational 
circumstances” may oblige 
us to sign any statement put 
before us? 


In the pink 

■ From meat-purveyor to 
meet-promoter. Having retired 
from running the Dewhurst 
butchers' shops in the pri¬ 
vately owned and much 
indebted Vestey empire. Colin 
Cullimore has saddled himself 
with the publicly contentious 
role of director of the newly 
formed Campaign for Hunting. 

One of his schemes to whip 
up support is to show that the 
sport is not the preserve of 
the upper classes. Sociological 
research has found that toffs 
constitute only 17 per cent of 
hunt-followers, he says. 


Lowdown 

■ Trade secret let slip by 
National Theatre dresser Katie 
Morrow-Smith on BBC radio: 

If you’re padding out a man 
in drag and want to give him 
a really saggy bosom, the best 
thing to use is birdseed. 
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I t was George Orwell who 
remarked that in England 
“all the boasting and 
flag-waving, the 'Rule Britan- 
ala' stuff, is done by small 
minorities”. 

Writing more than 50 years 
ago, he noted that popular war. 
writing always concerns tales 
of disaster and retreat British 
military heroes have a ten¬ 
dency to remove themselves 
from the limelight after the 
main event, which makes this 
book an unusual contribution 
to the large Falklands library, 
as the 10 th anniversary of the 
war East approaches. 

At a superficial level Admi¬ 
ral Sandy Woodward,. com¬ 
mander of the British task 
force, gives the lie to. the view 
that the Falklands experience : 
was simply an accident of his¬ 
tory with no wider app l ica t i on . 

It is a celebration of a mili¬ 
tary victory won against enor¬ 
mous odds, asserting, to quote 
Mrs Thatcher who wrote the 
preface, “the massive sense of 
justice ever-present in ..the 
minds of the [British] mm who 
fought in the South Atlantic". 

Not for the first time we are 
reminded, in some detail, of 
the extraordinary logistics of 
the South Atlantic war. The 
book also notes the military 
co-operation between the UK 
and the US, which was to be 
echoed eight years later in the 
Gulf war and which saved men 
like Woodward from the conse¬ 
quences of UK defence cots. 

Its pages record the courage, 
military gfrflis and profession- • 
alism of some of the men 
involved, while not attempting 
to ignore the extent to which 
events often turned on luck. 

The ooenins chanter, ghost¬ 
written by author Patrick Rob¬ 
inson, describes the loss- of ' 
HMS Sheffield - sunk by a 
French-made Exocet - in the 
staccato rhythm-of the comic 
strip war hero. The^style, how¬ 
ever, settles down and there is 

fnniigh mate r ial — inrtnfling ; 

extracts from his own personal 
diary - to justify Admiral 
Woodward's reputation as the 
most controversial senior com¬ 
mander on the spot 
Take his first reaction to the 
Falklands, for example: 
“Twenty degrees warmer and 
it would be the yachting centre 
in the world. As it Is, bloody 
awful,... definitely not a jewel 
in the Queen's crown," 
Woodward was an admiral in 
the Thatcherite mode: non-tra- 
ditional, vaguely classless and 
often ruthless. During the war, 
he told journalists on the com¬ 
mand ship, HMS Hermes: 
“South Georgia was the appe¬ 
tiser, now this is the heavy 
punch coming np 
behind... This is the run-up to 
the Big Match which in my 
view should be a walkover.” 

Most of the criticism that fol¬ 
lowed came from those who 
considered him too confident 
The Royal Navy lost nearly 
half of the ships it had started 
with and played little part In 
the final militar y defeat of the 
Argentine army. It is the Brit¬ 
ish army commanders, not 
Woodward, who deserve credit , 
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- ONE HUNDRED DAYS; 

• — The MaaoirtoCthai.' - 

Falklands Battfer Gray#) ' 

• Commander, , r 
By Admiral Sandy 
Woodward (wife 
Patrick Robinson) 

- BarperCeBtps(£JSy ' 

. for the recapture bCJfcft Sabhfe, 
Being remembered^ a idea 
' man or a moraUst vtioafaot 

rank-high in Woodward’s Uu 
of priorities. Nor does hews# 
-to -be- remembered-/** :& po&t-- 

- dan or a' di p lomat- He tom 
wapt to he seen- as having 
helped toad Britain Into war hr 
tine only .way-that had acfctoce 
of military victory, 

* The loss of HMS Sheffield la 
■ Mamed on a mixture of bem 

lack and-a succftsaion of mili¬ 
tary lapses by officers Under 
. .Woodward’s command. ■■ 

But the most controversial of 
tiie naval episodes*.the slnkfe§ 
of the Belgrano, waa in Wbod- 
ward’s view a necessary wma 
to an emt He confirms that to® 
enemy's battleship was moving 
away from the task force whan 
It was hit, but inststa that its 
speed and direction tore took 
vant "What counteis his. posi¬ 
tion, his capability, and what I 
believe to be his lntetrtfob." 
The Belgraha - had been 
involved earlier in a piccer 
movement and, as for ss Wood¬ 
ward wad concerned, it mdd 
have become so again. 

The book reveals how the 
conduct of the campaign was 
dictated by this kind of mili¬ 
tary logic. It was toe nsvyihat 
convinced Mrs Tbatohnr to 
send toe task force, fthd toe 
navy that convincedto, 
change her rules of whge- 
ment to make the sinking of 
the Belgrano possible. Once 
the Islands had been readied, 
the war entered an irreversible 
military momentum. . 

Tb that extent, it is* cuffing 
reminder of the subservience 
of politics in times of war, and 
the ease with which a mtaur 
incident can develop into a 
bloody conflict. 

And yet Woodward was on 
Admiral Anaya or General Gal- 
tier!, the repressive junta 
riripftt for whom the invade®, 
was a political necessity. 

Returning to. his office after 
the war. Woodward opened one 
of his first official letters, h 
was the navy's Pay and Pen¬ 
sions Department, advising 
him that his entertainment 
allowance was being trimmed 
Woodward comments: “That 
letter brought me down to , 
earth with -a considerable 1 
thump. This country really 
does have its own wonderful 
way of ensuring that m one 
gets too big for his boots." It is 
a pity that Mrs Thatcher dfctat 
write that-into hmrprefototoa :: 
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The rtomoer is the author of 
The Land Oat Lost its Bents: 
the Falkiands, the Post-War 
and Aifcmsm (Bloomsbury). 
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B ^amln Disraeli whs one of thfi 
few political leaders who had to 
tecajoted into becking chan- 
-dkff dt exchequer. For, milk* 
Ha «dHdmI William raartsfone, be 
jjM.uetrflrinlt that fiscal arith metic 
-jg^ds particular matter. He was 
nrfy"pnsoaded- by an old pro who 
^ “Ihey^tve yoo the figures," 
Nowadays, they still give some fig- 
mttto the chancellor. But the Trea- 
«ay gftei TOcy skeletal indications to 
tb 0 puUJp si large. So the normal 
Qreet Budget* produced by the Insfr 
tntisSar Fiscal Studtes, in conjunction 
■Bn GoMmaa Sachs, » a godsend. 
For Jail value, it should be read 
together with the new Goldman Sachs 


Economic Viewpoint 


Some arithmetic for 
the UK Budget 


.Xhe^docnmeixts give a 
for the case for acme 
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a ffnnwg c recession-induced Budget 
a»wA. which I outhned without com- 
rnitmant In tost week's Viewpoint. 

argument is that the strain, at 
Goman in d i c a t ion requires unusu- 
Mitotaest rates on the part of 
.»* Bundesbank,-to which Britain is 
hehtbyJ&e EBM. This special situa- 
Mnp j&Brid to justify some depart ur e 
fttnn pwflumtenn guidelines. 

Abalanced Budget seems 
out. of reach over the 


not over 


: -how £MWs .trans lat ed into t e rms 
of Budget srtowuetlc? The auth ors 
fltet*<here will be discretuuh 
OTtaxreiteatfams of £lbnto £2bn in 

- ' the j&rcKTO'Bttdget - based not on 

any fineectKvomk arithmetic but on a 
Master betwfom what is politically 

- mqifiad to-resist pressure to leave 
QgySBSLa: devalue and the need not 
to igfok financial ccaifldence. 

Oper and above these somewhat 
mpdagt tax adjustments, the Green 
Bnij^forecasts some upward slip- 
jaagfiJn pubfic«xpenditiire plans. The 
aefc'ranfltUs expected to be an 
tocnsse hjthePublic Sector Boetow- 
togBcqoiranent fixan nearly £12bn in 
J96MB toJHHSm to 1992-93, rising to a 
peak of £2Gbn in the following finan- 
driywv even if there are no further 
retaa&ms. 

Heir-wonted should we be about 
such deficit numbers? In terms of 
4 aterifegr tfaey are ranch higher thrm 
the tew* which horrified the Ihtema- 
tfonaiLMonetary Fund to its bailout 
operation'In the middle 1970s. 
Bqntoed.as a proportion of gross 
domestic product, toe picture is, how- 
era;-different The PSBH during the 
last year of toe Labour government 
came to 55 per cent of GDP. Accord¬ 
ing ththe present projections, it win 
reach a peak of 4 per cent to 199&94 
before turning down towards 3 par 
cent in the following year. 

. Thus the Conservative aim of a bal¬ 
anced Budget seems out of reach over 
the next parliament - although not 
necessarily over the whole business 
eyrie, if we are back with old-fash¬ 
ioned cycles lasting a decade. 


By Samuel Brittan 

OK Public Sector Bo rrowing 

Assuming Conservative government (negative numbers mean repayment) 
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Thatcher wins election 
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The Green Budget attributes to 
Labour the aim of a 3 per cent PSBR. 
Even with this latitude, a Labour gov¬ 
ernment would have the greatest diffi¬ 
culty in making net additions to pub¬ 
lic spending (above those financed by 
tax increases) at least until the last 
half of a new parliament 

Whether it arises because the Con¬ 
servatives are boxed in, or because 
Labour has freely chosen it, is a 3 per 
emit PSBR outlook sustainable? Para¬ 
doxically, the more credible the 
exchange rate nu^wninm parity, the 
more choice a government can have 
in how much to borrow before facing 
a run cm its currency. Nevertheless, 
not all choices are equally sensible. 

To keep the public sector debt to 
GDP ratio stable over the medium 
tenn, the PSBR should, on (keen Bud¬ 
get arithmetic, be no higher than 2 
per cent of GDP. To achieve the more 
prudent objective of a stable level of 
g o vernment net assets privatisation 
proceeds should not be counted. This 
leaves a PSBR aim of l per cent of 
GDP on present definitions - nearer 
to Conservative objectives. 

The Green Budget draws comfort 
from the fact that even with a 3 per 
emit PSBR, public sector debt levels 
would not rise rapidly and start from 
relatively low levels. But that is 


Letters 


hardly a reason for moving off in the 
wrong direction. More borrowing now 
itwatnA higher fa-roc Urfw for a given 
real tmtirwrai income. 

These debt servicing considerations 
would, however, deserve to be laid 
aside If more government borrowing 
allowed a sustainable increase to the 
real national income which we could 
not otherwise have. Would it? The 
Green Budget argument needs some 
unravelling here. 

The un deriving Ionic seems to be 
the following. In the authors’ very 
considered raw, the present savings 
ratio ia likely to felL Nevertheless, the 


UK TRADES 
TEENAGERS' GUIDE 

VofcHIM % OhHM 



Imports 

Exports 

1988 

+ 7.1 

+ 2E 

1987 

+8.9 

+ 7J5 

1988 

+14.6 

+ 4,8 

1989 

+ 7.3 

+9.3 

1990 

+ 0.2 

+7.4 

1991 

-5L5 

+2.7 

1991 1st half* 

-4.0 

+3.7 

1681 2nd half* 

+ 4.1 

+3.1 

•Otw pnriovt Ht monte | 


MosrBkety 
- outcome'" 


1990-91 1992-93 1994-95 

authors admit that they may be 
wrong. In that case, an attempt to 
aiakh gove rn ment burrowing, even in 
the medium term, “could well leave 
the economy very short of demand". 
This is the core erf the economic argu¬ 
ment for a sizable and continuing fis¬ 
cal stimulus. 

But is it valid? Like most fiscahst 
arguments, it leaves out at least two 
other possibilities. First, it ignores the 
likelihood of monetary policy coming 
to the rescue to the medium term. 
The need for high real interest rates 
in Germany is not permanent Even¬ 
tually toe Bundesbank will have to 
reduce rates to nearer normal levels. 

But there is a more specific UK 
point If a country or region has a 
surplus of savings relative to require¬ 
ments, the normal outlet is overseas 
investment This means a current 
payments surplus to finance a capital 
outflow. That is how Japan and toe 
old German Federal Republic man¬ 
aged to maintain high employment 
even when savings were also high. 
Anyone who supposes that the UK 
could never run such anrpVnRws , or 
could never do so without devalua¬ 
tion, is quite excessively time-bound 
and has forgotten the payments sur¬ 
pluses as recently as the early 1980s, 
which were then attributed to cdL 


What would 1 do? I am still not 
reconverted to fiscal tunin g. But if 
some action has to be taken, it should 
be directed towards investment, pri¬ 
vate or public, and any tax cuts 
should be strictly temporary with a 
built-in cancellation date. 

How should such tax cuts be allo¬ 
cated? It would cost £ 2 bn just to 
reduce the basic rate of Income tax by 
Ip. In my view, this would be the 
worst possible option. There is do 
comparison with a similar lp tax cut 
made before the 1987 election when 
the public sector was moving towards 
surplus rather than large deficit Even 
in political terms, there would, as the 
Green Budget says, be the risk of the 
government “appearing to panir? and 
attempting to buy votes". 

For about the same amount, per¬ 
sonal tax allowances could be 
increased by some 10 per cent over 
and above indexation. It would also 
bring for more benefit to people with 
lower to middle incomes. The IFS 
points out for good measure: “Labour 
would find it politically hard to 
reverse such a change. But If it did 
not, it would find its scope for increas¬ 
ing public spending thereby reduced.’' 

‘It is better to be taken 
out of tax altogether 
rather than face a 
redaction in the 
amount of tax paid’ 

The IFS rightly goes out of its way 
to take a swipe at Labour's favoured 
idea of a reduced rate of tax band. It 
cannot be written too frequently if the 
objective Is to reduce the tax bills of 
the least well off raising allowances 
is always more effective: it is better to 
be taken out of tax altogether rather 
than face a reduction in the amount 
of tax paid.” It is a defect of an unre¬ 
formed two-party system that Labour 
is taken much too much at face value 
as friend of the worst-off 

The Green Budget concludes that 
relief on nondomestic rates would do 
more faster for hard-pressed busi¬ 
nesses than any further cuts in corpo¬ 
ration tax. But better than either 
would be strictly temporary measures 
to encourage investment If the expiry 
dale were taken seriously it would not 
interfere with the structural changes 
in file 1984 Budget designed to remove 
distortions. 

Neither the Green Budget nor any¬ 
one else is saying much about indirect 
taxes. This hardly surprising, as a l 
percentage point cut in VAT would 
cost £L7bn. The “Regulator" allows 
the chancellor to vary indirect taxes 
at any time. Unfortunately, when 
used in the 1960s and 1970s, nothing 
was said about later reversals. An 
indirect tax reduction would, how¬ 
ever, have its maximum effect in 
encouraging spending in the shops if 
consumers knew it was to expire soon 
- perhaps before the end of the calen¬ 
dar year. I would keep it in reserve as 
an emergency measure. 

*Tax Options for 1992, 7 ffidgmount 
Street, London. WC1E 7AE, price £6. 


Lombard 

Man bites 
watchdog 

By Tony Jackson 


S ince the Maxwell scandal 
erupted, the financial 
press has been zealous in 
rooting out those whose cow¬ 
ardice or venality allowed it to 
happen: the banks, the audi¬ 
tors, Maxwell's various helpers 
and subordinates. One group 
has escaped the lash: the finan¬ 
cial press itself. 

A handful of Maxwell’s jour¬ 
nalistic toadies have been held 
up to ridicule. Otherwise, the 
official line is that the investi¬ 
gative instincts of the press 
were thwarted by the UK's 
repressive libel laws. So the 
press is now calling for 
changes to the libel laws to 


to journalists. From 1987 
onwards, I covered his affairs 
for the FT's Lex column. 
Almost every time I spoke to 
him, he contrived to wrong¬ 
foot me one way or another. 

This was largely achieved by 
sheer baffling inconsistency. 
At various times, be threat¬ 
ened to sue me and promised 
not to in any circumstances; 
flattered me and swore at me; 
complained that I did not con¬ 
sult him and, when 1 did, 
accused me of cowardice. 

Above all, he lied like a 
trooper. The effect of this is 
not easy to convey. No experi¬ 
enced journalist works on the 

_assumption 

that he is being 
told the truth, 
mat But properly 

sf used, the direct 

>t away Ue has its awk- 


make its fob a^nmpUnn 

easier. npenito #fu> that he is being 

If any of the t'eSpite tOe told the truth! 

other guilty enormities that But properly 

parties pres- m-ywaII ant o«o V used » 0,6 dbwt 

ented such a JViaxweil got away u e has its awk- 

self-serving with by bullvillC and ward aspects, 
excuse, the V _ _ Some months 

press would CneCK, ne was Only before Max- 

have a field man a gains t the ^ deafll - lt 
day. Certainly, , ^ began to be 

Maxwell could massed ranks Of the rumoured that 

doited 11 *, T hl British media 
US laws of libel muni cation and 

in the same way. Bat in the Mirror Group were partly 
UK, he was perfectly entitled pledged as collateral against 
to demand that any damaging private loans. Sines this was 
allegation against him should plainly crucial to the whole 
be made good in court ramshackle structure of his 

In doing so, he imposed on empire, I phoned him to put 
the financial press standards of the question. After a burst of 
proof we were unwilling or tactical self pity - “why 
unable to meet. This was should I talk to you? Every 
despite the fact that, as we time I do I get kicked around, 
knew very well, it was mostly Are you an honourable man?” 
a gigantic bluff. In his latter - he flatly asserted that none 
days at any rate, Maxwell of his shares was so pledged, 
could not conceivably have As we now know, they almost 
risked cross-examination on all were. 1 was fairly sure he 
his business practices by an was lying, but that was beside 
experienced barrister. the point He was correct in 

There is a richly comic agniming i would not under- 
aspect to this. Despite the enor- take a long investigation 
mi ties that Maxwell got away on the off-chance of proving 
with by dint of bullying and it 

cheek, he was only one man In its own horrible way, 
against the massed ranks of some of the Maxwell treatment 
the British media. “Press was salutary. Journalists are 
hounded by individual” is a used to being treated with 
man-bites-dog story with a ven- undue deference by a public 
geance. The media have been nervous of the powers of the 
too much on the defensive to press. Maxwell, who as a news- 
see it. paper proprietor hired and 

The best excuse for the fired journalists wholesale, 
psess, and not a very good one, treated us with contempt If we 
lies in the nature of the chal- foiled to nail him in revenge, 
lenge which Maxwell presented that was hardly his fault 





CMsumer pays Treasury double-speak that denies 

pfflution tax . - , r~ 

WurBryona^MEP.. companies project finance 


lintRlV fe Sift David ImcbBw omitted 
■ ,W,UI . 1 «» a jjgriffloBiit point from his 

.... expeQpzt anahpsis of European 

ConH&tity yfenw for a carbon 
- I k . (or pd&Dtkm) tax ("A mission 
- [tL ' to .suite the polluters pay", 


The ^oliuter pays" principle 
is On as the "consumer 


Prom Mr Peter McGregor. 

• Sir, In the row over the EC 
regional aid one important fee- 
tor seems to have been missed. 
This is that the Treasury's 
interpretation of the word 
"additionality” when in receipt 
of EC funds is completely oppo- 


paysV The environmental site to its interpretation when 
lobby seems to be unaware of UK finance is being provided. 


’<3g^ : 
or ru^ 


this simple equation. Is It not A good example was the 
better la offer industry tax Product and Process Develop- 
i nc en tive s rather Umn punish meat S cheme (now suspended) 


•fie customers by increasing a of the Department of Trade Information to which I had Longworth, 

’tax burden which would be and Industry, designed to access at the time, others with Oxfordshire OX13 5BH 
paonad on in higher prices? 

•; And what about the Japa- 

awe and the Americans? There . . , , ^ .. 

An additional burden on those who save, but with 
no commensurate addition to their state pension 

example Stem Europe would be From Mr Paul Baker. ett, the money they have From B R Wyrme-Griffith. 


assist companies to develop 
prototypes. Here the Treasury 
refused to agree to support 
being given if work cm the pro¬ 
totype had already started, 
since "there was no additional¬ 
ity", in other words the work 
would be done whether or not 
government support was pro¬ 
vided. In practice the result 
was that some companies’ sec¬ 
ond best projects were 
financed, while, according to 
Information to which I had 
access at the time, others with 


a good product could not 
finance it and had to sell it off 
to foreign competitors. 

We shall really become a 
laughing stock if in addition to 
our i gnoranre of foreign lan¬ 
guages we do not even know 
what our own words mean, or 
give them two opposing mean¬ 
ings. Federalism, subsidiarity, 
and now additionality. 

Peter McGregor, 

Dacre Cottage, 

Longworth, 

Oxfordshire OX13 SBH 


followed by our. competitors, 
especially at a Hm» of world 
recession. 

Bryan Cassidy, 

MSP Jar Dorset 
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From Mr Pood Baker. 

Sir, Any one concerned for 
the economic future of the 
na tio n fa the tight of a possible 
Labour victory should pander 
carefully the thoughts of Mrs 
Margaret Beckett, the shadow 
treasury minister, as enunci¬ 
ated in your Personal Finance 
Supplement ("A real top rate of 
59 per cent”, January 24-2®. 

Savers, it seems, must suffer 
the additional burden of 
national insurance contribu¬ 
tions along with so-called high 
earners since, says Mrs Beck- 


No plantation closure in Assam 


From Mr P Mogor. 

( j^r. )^yw g^ u rvey onKenya 

was wjKffly hmccurate in stat- 
Jw ffiat plantations had been 
cfceed in Assam. In feet, great 
credit "is-due to the planting 
communfiy in Assam, which 
continued. normal estate 
operations :qinji the tteffl ytoh .of 
taa degpttw. pressures of 
Mttortkei: kidnap ping pnd kfll- 


lngs. On one occasion these 
pressures culminated in the 
cold-blooded murder of an 
estate manager. 

It would be quite w rong t o 
portray Kenya as benefiting 
&om the problems In Ass am . 

P Magor, 
chairman. 

Tea Producers Association, 

13S Rothertnthe Street. 

London SE16 4NF 


ett, the money they have 
invested may or may not have 
been worked for. In other 
words, if you choose to defer 
spending by saving, and create 
a egg for your retirement, 
that - in the eyes of the Ingen¬ 
uous Mrs Beckett - is tough, 
and another convenient tax 
source. There are others now 
whose needs are greater than 
yours (or, more realistically, 
with greater voting power). 

Perhaps we might be told 
whether this diktat is to apply 
to National Savings, which, as 
a vehicle for harbouring invest¬ 
ment, is as indifferent as any 
other to the means by which it 
was accrued. 

The truth is, that despite the 
camouflage of the red rose, 
nothing has changed in the 
plural dictum of the Labour 
party, which remains as 
always “f ro m each according 
to his income, to each accord¬ 
ing to his vote". 

Paul Baker, 

SneBe Lodge, 

37 Robin Bill Drive, 

Camberktg, Surrey GUIS 1EG 


From B ft Wyrme-Grifftth. 

Sir, Mr John Smith, speaking 
on behalf of the Labour party 
on the Today Programme (Jan¬ 
uary 28), arid that ho thnng ht 
it was nrrfhtr that peppig earn¬ 
ing more than £405 per week 
should not have to pay 
national insurance contribu¬ 
tions on their full earnings 
whereas people earning less 
than that did have to. 

Mr Smith should be made 
aware of the feet that those 
earning more than £405 a week 
earn no state pension in 
respect of that excess. 

People earning more than 
£405 a week do earn a state 
pension in respect of those 
earnings. 

An increase in National 
Insurance contributions for 
those earning more than £405 
per week is a straight income 
tax of 9 per cent on that excess. 

There ia no state benefit given 
in return. 

H R Wynne-Griffith, 

Burnett Waddmgton & Co, 

11 Tufton Street, 

London SW1PSQB 
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The packaging industry is facing its greatest upheaval this century as the impact 
of environmental legislation begins to take effect. The materials used by packaging 
companies, how their goods are manufactured, distributed and disposed, of, are 
becoming issues of major importance not only to environmental pressure groups 
but to legislators worldwide. There are concerns too that rigid packaging legislation 
could threaten the free flow of goods across borders. 


Speakers will include: 

Mr Clemens Stroetmann 

Federal Ministry for the Environment, 

Nature Conservation and Nuclear Safety, Germany 

Mr Sverker Martin-Lof 

SCA 

Mr John D Bence 

Stone Container Corporation 

Mr Bradford Gentry 

Morrison & Foerster 

Dr Graham Gladden 

Lever Brothers Limited 

Mr Michael Samuel 

J Sainsbury pic 


Dr Hans Pausing 

TheTetra Pak Alfa-Laval Group 

Mr Rainer Grohe 

VLAGAG 

Professor Dieter H E Bemdt 
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The re-design that changed the original nature of Milton Keynes 

. - - ^ - ... ... _ ..._Iu> nann- this tn nBUOM.hv On 


AmJfrJBAnri JUgnnlj, 

revtew Qf MHtow Keynes aftec 
5 Keynesv the 

- wew frQHL-ti» grW”, January 

fO Is a. tdBug diagnosis. But 
h* Is.wrong tony that “what 


the calibre needed to make lt a 

city". 

The plan envisaged that the 
densities of hearing and ser¬ 
vices would be at the ir high est 
along the grid roads. Every kil¬ 
ometre or so, at the points 
.... intersec- 


Bnilt areas would only be sepa¬ 
rated from the roads around 
(noisy) main junctions. 

One of tiie first things the 
Develo pmen t Corporation did 
was to redesign the roads for 
hi g h speeds. This entailed 
more noise (thus the hills and 


ible to passers-by and Mr 
Amoy misses an urban feel¬ 
ing. He is not alone. 

Some of os who worked in 
the original planning team 
remonstrated against this 
change, but to no avail. Per¬ 
haps we can try again in the 
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Opinion poll shows 50% in favour of independence for Scotland 

Tories to tackle Scots separatists 


By Ivo Dawnay and Ivor Owen 


THE government yesterday 
moved to confront the mount¬ 
ing independence movement in 
Scotland by convening the 
Scottish Grand Committee for 
three days of public debate 
next month on the country’s 
constitutional future. 

Mr Ian Lang, the Scottish 
secretary, took the initiative in 
an effort to answer criticism 
that the Conservatives are 
ignoring a surge in secessionist 
sentiment north of the border 
and to hi g hli g ht the Tory case 

for main fanning the Status QUO. 

By convening the committee 
- comprising all 72 Scottish 
MPs - he also plans to 
squeeze Labour’s devolutionist 


strategy by claiming that Scot¬ 
land's choice is between main¬ 
taining the Union with 
En gland and Wales or indepen¬ 
dence advocated by the Scot¬ 
tish Nationalists. 

The committee is expected to 
meet next month for one day 
in Edinburgh and two days at 
Westminster. It has no powers 
to take any decisions. Mr Lang 
is also planning to release an 
open letter to Scottish busi¬ 
nessmen next week, calling on 
them to spell out the dire con¬ 
sequences of devolution or 
independence for Scotland's 
economy. 

Yesterday, Scottish MPs in 
Westminster were agog at an 


Scots businessmen 
shocked by poll...—Page 9 


ICM/Scotsman opinion poll 
showing 50 per cent of respon¬ 
dents favouring full indepen¬ 
dence, a 7 per cent rise in SN? 
support to 27 per cent and falls 
of 2 per cent each in support 
for the Labour party and the 
Tories. 

Both the Tories and Labour 
mq dff light of the finding s by 
claiming that the result repre¬ 
sented a protest vote. 

In particular, they under¬ 
lined the gap between the 
SNP's support and the num¬ 


bers backing independence. 

But, privately, several MPs 
agreed that Scottish disen¬ 
chantment with Westminster 
was reaching a crisis. 

Nationalist feeling has 
mounted rapidly in recent 
weeks, fuelled by the Tory 
defeat in the Kincardine 
by-election, the announced clo¬ 
sure of the Ravenscraig steel 
plant in Lanarkshire and a 
televised debate In E dinb urgh's 
Usher Hall 10 days ago, widely 
considered to have been a 
moral victory for the SNP. 

Last week, the Scottish edi¬ 
tion of the Sun newspaper, the 
second biggest largest seller in 
the country, with a 300,000 dr- 
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Blinkered 
views from 
the world’s 
TV screens 



By Raymond Snoddy 
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Mikhail Gorbachev, the farmer soviet president, makes a point to David Levy, the Israeli foreign minister 


Palestinians out in Moscow’s cold 


Roger Matthews and Tony Walker on the Middle East peace talks 

M OSCOW in winter is But while the Palestinians dered to the multilateral round their expense will be less 
not the most inviting were shut out of the formal in Moscow, would not be suffi- by its own difficulties with 
place, as Palestinian sessions on such issues as dzs- dent to derail the process US, which is threatening 


M OSCOW in winter is 
not the most inviting 
place, as Palestinian 
delegates to a multinational 
forum on Middle East issues 
discovered this week. 

Excluded from formal delib¬ 
erations because of a row over 
their nominees, the Palestin¬ 
ians were faced with the gall¬ 
ing spectacle of Israel sitting 
down for its first-ever meetings 
with several Arab states, plus 
China, in the capital of what 
was until recently their most 
powerful supporter. 

After the euphoria in Madrid 
at the beginning of the peace 
process last October, when rel¬ 
atively quick progress seemed 
possible, the Moscow forum 
has reminded everyone how 
tough and complex the negotia¬ 
tions will be. 

With the Palestine Libera¬ 
tion Organisation seeking to 
reassert itself after its setback 
in the Gulf war by resisting 
both international and. more 
particularly, Arab pressure to 
send acceptable nominees to 
Moscow, the old issue of who 
should represent the Palestin¬ 
ians again overshadowed 
efforts to achieve peace. 


But while the Palestinians 
were shut out of the formal 
sessions an such issues as dis¬ 
armament, economic develop¬ 
ment and the environment, all 
was not lost for them. They 
were even claiming something 
of a moral victory after Mr 
James Baker, the US secretary 
of state, had indicated that the 
co-sponsors might agree to 
broader Palestinian representa¬ 
tion in later negotiations. 

The Palestinians were 
allowed to take part in last 
October’s opening, after bow¬ 
ing to Israeli demands that 
their delegation include only 
representatives from the occu¬ 
pied West Bank and Gaza 
Strip. 

In Moscow this week, the 
PLO, in a blatant challenge to 
the ground rules agreed in 
Madrid, decided to make a 
stand by insisting on the inclu¬ 
sion of diaspora Palestinians in 
the certain knowledge that 
Israel and the co-sponsors 
would object 

The PLO, increasingly 
alarmed at its formal exclusion 
from the peace process, almost 
certainly calculated that what¬ 
ever damage its action ren¬ 


dered to the multilateral round 
in Moscow, would not be suffi¬ 
cient to derail the process 
itself. The core of this is the 
bilateral negotiations on land 
and sovereignty between Israel 
and delegations representing 
Syria and Lebanon, plus a 
Jonfanian-Palestmian team. 

The Palestinians were at 
pains yesterday to distinguish 
between the Moscow multilat¬ 
eral round, attended by 26 dele¬ 
gations including 10 from Arab 
states, which they said were 
"organisational”, and the 
face-to-face negotiations which 
were “substantive". 

Blrs Henan Ashrawi, the Pal¬ 
estinian spokeswoman, did not 
sound the least defensive when 
she said: “The time has come 
to be firm and to deal effec¬ 
tively with IsraeL" 


T his more challenging 
stance is likely to be 
especially welcomed in 
the occupied territories, where 
anxiety over continued Jewish 
settlement is becoming more 
acute. 

The Palestinians are likely to 
have calculated that Israel's 
ability to make propaganda at 


their expense will be lessened 
by its own difficulties with the 
US, which is threatening to 
withhold $ 10 bn in loan guaran¬ 
tees, unless the Israelis stop 
building settlements. 

But while the Palestinians 
may have been able to cut 
their losses in Moscow, the 
event and its location carried 
with it painful reminders of 
their weakness and isolation- 

Not only were the talks tak¬ 
ing place in what had been the 
capital of one of the first and 
most consistent supporters of 
Mr Yassir Arafat’s PLO, but, to 
add insult to injury, the Chi¬ 
nese, another of the PLQ’s tra¬ 
ditional backers, were also 
present after establishing rela¬ 
tions with Israel last week. 

The presence of the Saudi 
foreign minister. Prince Saud 
al-Faisal, in the same room as 
the Israelis, must have been 
especially irritating for the Pal¬ 
estinians. Of all Arab states, 
the Saudis have been the 
PLO’s most generous financial 
backer, but Mr Arafat’s sup¬ 
port for Iraq in the Gulf crisis 
led to a cut off in Saudi assis¬ 
tance and to a continued chill 
in relations. 


Britain to lift ban on imports of gas 


By Deborah Hargreaves in London 


THE UK government is to 
remove its longstanding ban 
on gas imports. The announce¬ 
ment may come as early as 
today when Mr John Wake- 
ham, energy secretary, is 
expected to give the go-ahead 
for two import deals in a state¬ 
ment to the Commons. 

The decision to sanction 
imports will represent a major 
policy reversal for the British 
government, which has 
resisted moves to open the 
market since it vetoed a bid by 
British Gas to boy Norwegian 
gas supplies seven years ago. 

It comes as the EC Commis¬ 
sion presses ahead with plans 


to liberalise the Community’s 
energy market The plans have 
been supported by Britain. 

However, the removal of the 
impart ban is unlikely to make 
up for the supply shortfall 
which British Gas believes will 
hit the UK market by 1994. 
Norway has little spare capac¬ 
ity available for export before 
the mid-1990s. 

Mr Wakeham is believed to 
be linking his approval of the 
import deals to the construc¬ 
tion of a cross-Channel gas 
pipeline which would allow the 
export of UK gas to the conti¬ 
nent. He Is expected to 
announce a feasibility study 


into the £200m to £300m project 
soon. 

Mr Wakeham's statement on 
imports will sanction an agree¬ 
ment between BP and two Nor¬ 
wegian energy groups, Statoil 
and Norsk Hydro, to form a 
company that will challenge 
British Gas in the UK’s indus¬ 
trial gas market The joint ven¬ 
ture project, which will be 
headed b; a Statoil executive, 
will rely on the import gas 
from Norway later this decade. 

At the same time, Mr Wake- 
ham is expected to give the 
go-ahead for a £i50m deal 
between National Power, the 
British electricity generator, 


and Statoil, Norway’s state oil 
and gas company, to import 
2J2bn cu ft of gas a year. The 
15-year pact will provide 
National Power with enough 
gas to fuel two gas-fired power 
stations. 

Under the BP venture pact 
Statoil and Norsk Hydro will 
buy 40 and 10 per cent respec¬ 
tively of BP Gas Marketing, 
which _ has been supplying 
industrial users for 18 months. 
The company supplies about 
100 customers, but its expan¬ 
sion has been hampered by the 
lack of gas supplies in the UK. 
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Yeltsin offers to match US arms cuts 


Continued from Page 1 


number of nuclear warheads 
on Trident submarines is sig¬ 
nificant since the US has jeal¬ 
ously guarded Its technological 
superiority In this area. 

Mr Manfred Womer, Nato 
secretary-general, described Mr 
Bush's move as “a further 

far-reaching step in building a 

more peaceful freer and signif¬ 


icantly safer world.” 

In an interview for BBC tele¬ 
vision, Mr Yeltsin extended his 
vision of widespread arms cuts 
with a call to the UK, ae well 
as Fiance and China, to join 
Russia and the US in cutting 
their nuclear arsenals. 

Mr Bush had arniannawi uni¬ 
lateral changes in the US stra¬ 
tegic nuclear force. He said he 
would halt production of the 


troubled B-2 Stealth bomber 
after completing 20 aircraft, 
cancel the Midgetman missile, 
cease production of new war¬ 
heads for sea-based ballistic 
missiles, and halt purchases of 
advanced cruise missies. 

The US move would scrap 
more than 2,000 US nuclear 
warheads and between 4,000 
and 5,000 nuclear warheads in 
former Soviet republics. 


Russia urges republics 

Continued from Page X ment followed rlairns 


appeared to be aimed at public 
opinion, which not only bit¬ 
terly resents the government’s 
harsh economic reforms, but 
complains that Russia is sub¬ 
sidising other republics with 
cheap oil while their neigh¬ 
bours plot to wreck the rouble 
with separate currencies. 

The combative announce¬ 


ment followed claims by Lith¬ 
uania on Tuesday that Russia 
had cut off oil supplies to the 
Baltic republic. Although he 
partially denied the c laim, Mr 
Mashits suggested that Russia 
had reason to take such action. 
He accused Lithuanians of 
attempting to take over Soviet 
army property while demand¬ 
ing the speedy evacuation of 
homeless troops. 
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eolation, became the first 
national paper openly to back 
the secessionists. 

Labour yesterday moved to 
promote its plans for a 
devolved Scottish parliament 
with legislative powers by 
announcing that its ruling 
national executive had agreed 
to back a system of propor¬ 
tional representation system of 
voting for the new body. 

The proposal for the adop¬ 
tion of the alternative member 
system for Scotland and some 
form of PR for its proposed 
Greater London Authority was 
widely greeted as a break¬ 
through by advocates of elec¬ 
toral reform. 
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THE PROPHECY Of Marshall 
McLnhan that satellite televi¬ 
sion would turn the world Into 
a global village is still a 
dr eam, according to the first 
survey of the news the world 
watches on its television 
screens. 

The survey analysed news 
broadcasts on 100 channels on 
November 19 - the day Brit¬ 
ish hostage Terry Waite 
arrived home from Beirut and 
Eduard Shevardnadze was 
reappointed Soviet foreign 

minister. 

“With few exceptions this 
global television news survey 
exposes the parochialism iff 
news in most countries of the 
world," said Mr Everette Den¬ 
nis, executive director of the 
media studies centre at Colum¬ 
bia University, New York. “It 
also debunks the persistent 
notion that news flows from 
the industrialised information 
societies to the Third World 
and not the other way around. 
The story here is that the news 
doesn’t flow vary far at all” 
Most news was fiercely local 
and, at least on November 19, 
“the much-ballyhooed CNN 
was mostly an all-American 
product.” 

Asia, which was almost 
totally ignored by the rest of 
the world on that day, also iso¬ 
lated Itself from most interna¬ 
tional news. 

Only one international story 
was included in Tokyo Broad¬ 
casting’s report It concerned 
rock star Michael Jackson’s 
new video. The only non-Japa¬ 
nese story NHK, the Japanese 
public service broadcaster, had 
In the main section of its news 
was about fighting in Timor, 
Indonesia. 

The survey, by Inter Media, 
the journal of the Interna¬ 
tional Institute of C om nm n ica- 
tions, also showed that Latin 
America was just as much 
ignored by the rest of the 
world as roost of Asia. 

The television channels of 
newly liberated eastern 
Europe, however, were alive 
with regional and interna¬ 
tional news as well as their 
own output and the French 
achieved a good balance 
between national and interna¬ 
tional news. 

Three French services fea¬ 
tured the fighting in Yugo¬ 
slavia or Mr Waite’s release as 
their main news item. 

Televirion in Kuwait turned 
out to be the most slavishly 
inward-looking. Five of seven 
headline stories were about 
His Highness Sheikh Jaber al- 
Ahmad A1 Sahah, the emir. 

“This is re miniscen t of Span¬ 
ish television daring the 
Franco regime or East German 
television under Honecker,” 
Mr Dennis said. 

Inter Media concludes that 
th e fra gmented and parochial 
nature of television news on 
Novem ber 19 suggests that 
newspapers and magazines are 
still essential to any compre¬ 
hensive understanding of 
Planet Earth. 


Since it is now clear that UK 
economic recovery will come 
too late to help the government 
win the election, the budget 
hpg assumed singular political 
importance. The art will be to 
give enough away in bribes to 
the voters without destroying 
the government’s reputation 
for fiscal rectitude. The City 
will surely allow the chancel¬ 
lor some leeway if the result 
looks a winner, though it will 
also be doubly vindictive if the 
effort is unconvincing. 

As it happens, the weak 
economy bestows a cloak of 
respectability on further fiscal 
stimulation, especially given 
the exchange rate constraint 
on monetary policy. But the 
room for manoeuvre is limited 
by the government's commit¬ 
ment to balancing the budget 
over the cycle. As the Institute 
for Fiscal Studies points out, 
growth must already average 3 
per cent just to balance the 
public sector borrowing 
requirement by the end of the 
next parliament, let alone 
finance a cut in the standard 
rate to 20 per cent 

The political imperative is 
thus for a budget which uses 
its limited resources to make a 
Labour vote even more expen¬ 
sive for the relatively affluent 
voters of marginal seats in the 
south-east. A dear conclusion 
- though one which the IFS Is 
reluctant to draw - is that a 
cut in the standard rate would 
be of greater electoral advan¬ 
tage than raising tax thresh¬ 
olds, because the benefit is 
tilted more towards the top 30 
per cent of wage earners. This 
Is not the only case where the 
more electorally beguiling 
options also make more dubi¬ 
ous fiscal policy. It will be 
interesting to see where Mr 
Lament's choice fells. 
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FT-A Stores Index 
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respectable, particularly in .the 
WJL Smith chain itseifi The 
only real worry remains Do It 
Ail which may complete its 
integration just in time for a 
price war among the big 
rhaiirwL With recovery in the 
hanging market still a distant' 
prospect, it may be left to the 

K ’s other specialist retail 
s to make the running. 
Investors might deduce that 
although Smith is as well posi¬ 
tioned to prosper as any of its 
high street rivals, the shares 
look folly valued. 


to show, thiit Rowattoe’s 
bnuufe constituted 'hlddwr 
value. A more up-to-date exam* 

Maxwell -- ConujMusdoattoa, 
whose latest accounfe showed 
net assets of fiXJfen thanks to 
intangibles ndwlat E&Sba, ft 
might be objected thafMrRoft. 
ertMaxwelrs t pB w fflB ig ferae- 
tka&wwe-sctrcefly tyScaklmt 
ft is just inch cts»which can 
tor conservative accb&g$ti$g 
standards. 

In other rotmtrie&.betidit 
the UK, the ratkstaW of the 
balance sheet has become s 
matter of deep ebnftarioa, fit 
the UK. them is a pragmtifc 
solutions that the company 
making an acquisition riwukl' 
simply record the pardmte as 
an asset at follcaet The tangi¬ 
ble assets would then be dam^ 
dated and the balance ckrnim 
annually for - diminution of 
value. This would avoid the 
rooted objection of Britt 
companies to amortising goat 
wllL In that respect, ft would 
go against international prac¬ 
tice and perhaps the EC's 
Fourth Directive on company 
tew. If that could samehow.be 
addressed, the whole nonseuae 
about brands could go oat of 
the window, - - . 








L **4 


W.H. Smith 


Even by their own long-term 
standards, shares in W.H. 
Smith have been unusually 
strong of late. Since last May’s 
£148m rights issue, they have 
beaten the market by 30 per 
cent and are at their highest 
ever against the retailing sec¬ 
tor. Judging by yesterday’s 
interim results and increased 
dividend, the market has been 
right to put a premium on the 
group’s defensive characteris¬ 
tics. The question is whether 
Smith will maintain its rating 
once the economy picks up. 

Granted, the interim figures 
depended heavily on the rights 
issue cash, which brought 
down the interest charge to 
less than £3m against five 
times that in the same period 
last year. The underlying trad¬ 
ing performance was still 


Intangibles 

The issue of goodwill and 
brands in UK balance sheets is 
starting to rumble again. 
Today, the new Accounting 
Standards Board has its first 
session on the topic. Earlier 
this week, a detailed study 
backed fay the UK’s leading 
finance directors pressed for 
the valuation of intangibles. 
The battery of techniques is 
becoming ever more complex 
and more lucrative for its prac¬ 
titioners. In terms of baste 
principle, it is all built mi miid. 

Brand valuation is open to at 
least two fundamental objec¬ 
tions. First, a brand name has 
different values in different 
hands. The Savoy name would 
be worth rather note to Mr 
Rocco Forte than it would be 
attached to a boarding house 
in BlackpooL Second, all brand 
valuations are based on apply¬ 
ing a multiple to the brand's 
cash flow or earnings. As Mr 
David Damant of MAP Securi¬ 
ties argues, international 
accounting theory now says 
that accounts are there to 
allow the user to judge future 
cash flows. If assets are valued 
on the basis of future cash 
flows In the first place, the pro¬ 
cess becomes circular. 

Much of the stimulus for the 
debate came from the Rown- 
tree takeover, which was taken 


UK construction 

An election has to be to the 

rvfWtffl m rtign a gw v wrntTMm t grip. 

ister needs to excludecommar- 
dal property and make five- 
monthly comparisons to derive 
any satisfaction from the latest 
construction figures. That said. 


modest pick-up in construction 
orders from'the private indus¬ 
trial sector between July and 
November last year. That is 
certainly consistent with tfre 
idea that companies will not 
wish to be left with outdated 
plant and equipment when a 
strong recovery finally materi¬ 
alises. 

Unfortunately, these, tidings 
bring little comfort for Inves¬ 
tors In quoted contractors. As 
the Building Employers Con¬ 
federation made clear over the 
weekend, many of its members 
are undertaking work on sere 
or negative margins as they 
compete fiercely for the dwlut 
ling volume of new commercial 
work. Returns on the civil side 
are more encouraging for the 
moment, but this will not nec¬ 
essarily last if everyone dives 
into the same market place. 
Any increase in onto* is not to 
be sniffed at. But just as 
increased demand In the mort¬ 
gage market wffl- be slow to 
feed through into bigger profits 
for the housebuilders, so the 
contractors will have to writ 
awhile for better margins. 
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RUNNING your own PENSION SCHEME? 


isn’t it ALL A Bit 
too cumBeRsome? 


• ;r- »«*•. 
...... 

- •- 


gvery dinosaur has its day, and the aga.- 

hiW'I— a9 °’ D‘ nosaurs were replaced by mam- r 

'v;{ ;; ma * Sf l 0anBr « more efficient animals. , 
e .</» ■ If you're handling your own pensions 
Jll lH H a administration, you've probably created 

m your own dinosaur. One which eats into 
management time, ties up countless staff, •- 
costs a fortune to run and generally slows v 
you down from doing your real job - 
running your own business. 

Which is why you should be talking to 
Hadrian-Solway, the pensions administra¬ 
tion professionals. 

Hadrian-Solway is in business to save you time and money. Our aim-is to refteve;t 
your management and staff from their pensions administration burden. Freeing : : 
them to help create a more efficient operation for you. allowing them, to - 
concentrate on higher priority tasks. .... 

So rather than continue with your own cumbersome creation, call Kerry Dayisis " 

now on 0252 519255, Alternatively write to her at the address below. 

help you with your next evolutionary step. ' 


m 
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WORLDWIDE WEATHER 


HADRIAN-SOLWAY 

The Pensions Administration Professionals 


-Ifrt <; i'tek- -- 













































M 

: ■': '■ 

. 

•’ "sSj'i • 
;. r 5? 

'•# 

. -'«(£. 

..535 

... ^ a^j. 

. *..VS 

• 

•i ! ;*l 

. «?a . 
• v; =*. 




- •••.<«t 

'•'t ; 
■" «.• 

■'- 7 2j; 

Ti- 

- C 

- •*=- 


• .-.d 
■■■ -a 

-. to;: 


v .'.’1 ■■ ■ 


-.-i.:r 

.. 'T 

j' 

1 .■• 

•.: 4 *• 

. Vu'f' 
• 


nit:, 






■t'-V 


. J*' 


,-c 


■; 


F 



INSIDE 


Absa and Bankorp 
shake up $A banking 

jha dadeloh by Absa and Bankorp to merge 
fanning Afliah t So uth African bank with assets 
■■gH oyer. RBCftm (S28.7bn) concludes an impor- 
javlSfhake-oiit tn the country’s banking sector. 

ramifications will affect the entire sector 
arKipwtiaps beyond: Page 18 


JtiZmks A$780m 

— Australia and New Zea- 
■ land Banking Group 

__ __■■ (ANZ) yesterday 

announced a one-for-five rights issue seeking 
Almost AJ780m iUS$586.4m). it is the latest in a 
seriesof leading Australian banks which have 
fopped-up their equity bases in this way. The 
issup foBows a A$600m preference share issue 
by aNZ In Way last year, and brings the 
ampurAolffialor bank equity raised in Austra- 
lla i’nma pa«tyear to more than A$4bn. Bruce 
jawOes Page 18 
- . 

An iitfectlon of good breeding 

hsk-five^ear (15m plan to preserve the ances¬ 
tral of domestic animals in the 

deusigpirig world is being launched by the 
pdOdJUtd Agriculture Organisation of the 
ifrjhri Nalitias. it will use DNA technology to 
dafontine geftefic characteristics and improve 
bfB0dS-P»«e22 


Aied Textlles edges lower 

Annual pre-tax profits at 
Allied Textiles fell 
slightly from £13.B8m 
($24.61 m) to £13.16m 
reflecting falling prop¬ 
erty prices which last 
yaaC prompted the company to suspend prop¬ 
erty soles. The contribution from textiles activi¬ 
ties! however, rose to £8.5m from £8.3m, 
derail tall in wool values. Page 20 



Marifai shakes off disasters 

ThePhJIlppfne stock exchange was southeast 
.Asia's best performer last year and analysts 
believe It will rise further in spite of uncertainty 
about the outcome of the May elections. Yes¬ 
terday the Manila composite index was 
1,242.04 — a big improvement on January last 
year when a failed coup attempt in 1988, an 
earthquake, a typhoon and a volcanic eruption, 
had pushed the Manila composite index to 
under 600. Page 34 
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A San Francisco court ruling this week that 
calls for strict enforcement of restrictions on 
funs imports'puts the US on an apparent collW 
alon course with Japan and the European 
Community over the conflicting priorities of 
trade and the environment Page 22 
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absa . 7 - . 

ANZ Banking. 
Adscene 
Adstsam 
Allied Textile 
American Express 
Asarca V.. - 
BBV-, 

BREL 

Babcock Prebon 
Banco Ambroalano 
Bang AOhrisen 
Bankorp 
Bertstard " 

BMhfehsrif Steel - 
Brent.VWkar-; . 

British Qm 
Croaaafr . . . 

DuPont -xV 
Forapak 
Rat V.- 


11 Fleming Inc & Cap 20 

18 Gardiner 20 

21 HfflTibros inv Trust 21 

IS Handetebanken 16 

20 Huntingdon Inti 20 

IT JCt 18 

17 Kembrey 21 

15 MCC 21.1 

9 MGN IS 

20 McDonneU Douglas 17 

18 NestiS 15 

16 North of England BS 21 

18 Perrier 15 

20 TOlUp Morris 17 

15 SEBanken 16 

28 Seaboard 20 

14 Smith (WH) .18,20 

8 Suncor 17 
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Westinghouse 17 
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Bethlehem Steel to cut 6,500 jobs 


By Marlin Dickson in New York 

BETHLEHEM STEEL, the second 
largest steel producer in the US, 
yesterday announced a restruct¬ 
uring to stem Its losses, including 
a 245 per cent cut in its labour 
force. Che sale or closure of sev¬ 
eral businesses and the o miss ion 
of its quarterly 10 cent-a-share 
dividend. 

The package means a $575m 
charge against fourth-quarter 
earnings, producing a net loss of 
*638m. The moves will cut jobs 
by 6,500 to around 20,000 over the 
next two years. 

Bet hl ehem, which two mnntha 


ago abandoned plans for a joint 
structural steel venture with 
British Steel, has already experi¬ 
enced years of restructuring, and 
after pulling back from near 
bankruptcy in 1986 it become one 
of the US's most successful inte¬ 
grated steel manufacturers. 

However, it has long acknowl¬ 
edged that it requires several 
more years of reshaping to be 
folly profitable, and the need for 
action has been intensified by the 
current US recession. 

Weak demand for steel prod¬ 
ucts has hit all the integrated 


companies hard, as has intensify¬ 
ing competition from low-cost 
mini-mills, which have been tak¬ 
ing an increasing share of the 
market for less sophisticated 
products- 

Yesterday’s plan Includes sen- 
lug as a whole or in parts Bethle¬ 
hem's division making bar, rod 
and wire - a market now domi¬ 
nated by mini-mills and low 
priced imports. 

Bethlehem had been discussing 
a possible modernisation of the 
loss-making division, which 
employs 2,600, with the United 


Steelworkers’ union (USW) for 
more than a year. But the two 
sides failed to agree on a new 
labour pact and Bethlehem said 
its deteriorating finances now 
made modernisation out of the 
question. 

It will also sell or close its loss¬ 
making railway track switch 
plant and put up for auction its 
coke-making operations at Lacka¬ 
wanna, in New York state, which 
it said was complementary to its 
recently announced plan to sell 
most of its coal operations. 

Yesterday Bethlehem left open 


the fate of the structural busi¬ 
ness, saying it was still consider¬ 
ing alternatives to the British 
Steel plans and would need 
labour cost concessions if mod¬ 
ernisation was to takf* place. 

Bethlehem's S63Sm loss for the 
quarter, which worked through 
at $8.47 a share, compared with a 
loss of $515.Sm, or $651 a share, 
in the same period of last year, 
when it took a S550m charge in 
connection with the British Steel 
venture. Sales dipped from $l5bn 
to $1.03bn. For the full year it lost 
$767m, against $464m. 


Kevin Done on VW’s plan to control UK importing 

Carmakers corner 
the wholesale sector 


O perating a national fran¬ 
chise for one of the 
world’s leading carmakers 
can be a lucrative business, but 
the openings are closing fast. 

Volkswagen’s determination to 
take eventual control of its UK 
VW/Audi importer/distributor 
operations from Lonrfao is part of 
an established pattern, as car 
manufacturers seek to extend 
their influence over key {arts of 
their wholesale operations. 

In the UK, Toyota *nri Nissan 
have recently taken expensive 
steps to acquire control of their 
importer/distributor operations 
from Independent franchisees. 

Fiat has taken control of the 
Alfa Romeo and Lancia 
operations in the UK- 
Such moves are nothing new to 
Lonrho, either. SEAT, the Span¬ 
ish subsidiary of Germany's 
Volkswagen group, took over its 
UK distrib u torship SEAT Conces¬ 
sionaires (UK) from Lonrho in 
early 1990. This week Lonrho also 
said it will sell to MAN Nutzfahr- 
zeuge of Germany, the UK MAN 
distribution activities. 

Faced with increasingly fierce 
global competition most car pro¬ 
ducers have decided this sensi¬ 
tive part of their operations is too 
important to leave to indepen¬ 
dent operators in main markets. 

In the UK, apart from VW and 
Lonrho, there is only one excep¬ 
tion, namely Volvo Concession¬ 
aires, a subsidiary erf Lex Service, 
which holds the Volvo franchise 
in the UK and has built it into 
one of the most important mar¬ 
kets worldwide for the Swedish 
carmaker. 

For Volkswagen, the priorities 
of its commercial strategy in 
large volume markets are clear. 

•Towards the end of the 1980s 
we formulated the strategy that 
in the car producing countries of 
the world the manufacturer must 
also be in the wholesale business. 
That was and is our strategy," 


said Mr Hans-J6rg Hungeriand, 
sales director for the VW and 
Audi marques worldwide, in an 
interview late last year. 

"You must be in control of the 
big markets. In Europe the lead¬ 
ing five markets [Germany, Italy, 
France, the UK and Spain] 
account for 83 per cent of the 
total volume." 

VW already controls its whole¬ 
sale operations directly in Ger¬ 
many, France, Italy and Spain. 
The Italian importer/distributor, 
Autogerma, was fully acquired in 
mid-1985. while the Spanish 
operations were established 
under VW’s direct control in the 
wake of its progressive takeover 
of SEAT, the Spanish carmaker, 
in the second half of the 1960s. 

Volk s wagen, Europe's leading 
carmaker, has evolved different 
strategies for the big volume 
markets in Europe cm the one 
hand, and the small and medium- 
sized markets on the other. 

In smaller markets, such as 
Belgium, the Netherlands, Swit¬ 
zerland and Austria, VW is 
happy to retain independent 
importers and distributors. “We 
do not want to engage ourselves 
there in wholesale or retail 
operations," said Mr Hungeriand. 

But VW believes In a different 
strategy in the main car produc¬ 
ing countries. “The pressures in 
the big five countries will grow 
the fastest,” said Mr Hungeriand. 
“There is a different climate that 
leads to different pressures in 
trams of production and pricing." 

Nowhere is this more true than 
in the UK, which Is In the front¬ 
line of the Japanese assault In 
Europe. The first three Japanese 
car plants in Europe are all being 
developed in the UK, where the 
three leading Japanese car- 
makers Toyota, Nissan and 
Honda will have a combined 
assembly capacity for more than 
600,000 cars a year by the mid- 
1990s. 


Both Toyota and Nissan have 
decided that with such big strate¬ 
gic investments in the UK they 
must also control the wholesale 
operations. 

Most importantly this offers 
control o£ 

• overall sales and marketing 
strategy; 

• the extent of financial incen¬ 
tives to be used in sales support; 

• the relative emphasis on retail 
and fleet sales; 

• selection, training and co-ordi¬ 
nation of the dealer network; and 

• advertising, image and market 
positioning. 

The means to the end can be 
very different, but the end 
remains the same. VW and Lon¬ 
rho insisted yesterday that the 
details of their contract relation¬ 
ship were confidential. 

Toyota chose to take control 
amicably. In early 1990 the group 
reached agreement with Inch- 
cape, the international motor dis¬ 
tribution and motor retailing, 
services and marketing group, to 
eventually take a 51 per cent 
stake in Toyota (GB), its British 
distributor and an Inchcape sub¬ 
sidiary for £61m ($U0m). 

It currently holds a 5 per cent 
stake in Toyota (GB) and this 
will rise to 51 per cent by 1998. At 
the same time it awarded Toyota 
(GB) an 16-year exclusive distri¬ 
bution contract for Toyota 
vehicles. 

Nissan was forced to take a 
different route to the same vital 
goal. Unable to negotiate a 
friendly takeover of Nissan UK, 
the privately-owned importer/dis¬ 
tributor of Nissan vehicles in the 
UK controlled by Mr Octav Bot¬ 
nar, Nissan took drastic action at 
the end of 1990. 

it terminated the NUK contract 
with 12 months’ notice, landed in 
a protracted legal battle and took 
on the onerous task of setting up 
an alternative dealer network 
within 12 months. 


Charges push Du Pont into 
$240m fourth-quarter loss 


By Alan Friedman in New York 

DU PONT, the biggest US 
chemicals group, suffered a 
5240m loss in the fourth quarter 
of 1991 following S4695m in spe¬ 
cial charges associated with cost 
reductions, business restructur¬ 
ing and the recall of a fun g icid e 
product 

The loss, which compares with 
a $468m net profit in the last 
quarter of 1990, would have been 
larger had It not been for a 8391m 
extraordinary credit resulting 
from the sale of assets, including 
an interest in Du Pout's coal 
bumness. 

The coal business gain, 
together with other asset dispos¬ 
als, was insufficient to offset net 
charges of 8328.6m for the whole 
of 1991. Net income for 1991 fell 
39.3 per cent to $l.4bn. 

When the non-recurring gains 
and losses are stripped out, Du 


Ponfs 1991 earnings per share of 
82-08, against $3.40 in 1990, were 
43 per cent lower year-on-year. 

Du Pant’s total sales fell LL7 
per cent to $9.77bn in the fourth 
quarter of 199L and by 3.4 per 
cent to $38.7bn for the fall year. 

Mr Edgar Woolard, Du Pont 
chairman, said the operating 
results were affected by sluggish 
economies worldwide, which 
caused weak demand and price 
pressures for chemicals, poly¬ 
mers and products for the print¬ 
ing and electronic industries. 

On an after-tax basis, all Du 
Pont divisions experienced 
reduced 1991 operating earnings 
except for the coal business, 
which saw an asset disposal 
With extraordinary items 
stripped out of calculations, the 
fibres saw earnings rise 28 per 
cent from higher demand for 


apparel fibres and reduced costs. 
On this basis earnings from 
chemicals were 35 per cent lower, 
while the polymers division suf¬ 
fered a 42 per cent drop in 
income. 

Du Ponfs diversified business 
division recorded 60 per cent 
lower 1991 earnings, reflecting 
higher costs in agricultural prod¬ 
ucts and lower sales volumes and 
margins in most of the electron¬ 
ics and imaging systems busi¬ 
nesses. Petroleum earnings were 
down 11 per cent in 1991, 
reflecting lower crude prices. 

Mr Woolard said he believed 
the benefits from cost redaction 
programmes would put Du Pont 
in a position to gain from a 
resumption of growth in world 
markets. 

On Wall Street, Du Font's 
share price rose 8% to 849%. 


Court rules on Maxwell silence 


By Robert Rice, Legal Correspondent, in London 


MR KEVIN MAXWELL’S legal 
battle to remain silent about the 
whereabouts of £450m ($8125m) 
missing from the Maxwell pen¬ 
sion funds appeared to be over 
last night after the UK Appeal 
Court ruled he must tell investi¬ 
gators all be knows about the 
funds. 

The court said he could not 
rely on the privilege against self- 
incrimination as justification for 
refusing to answer questions put 
to him by the provisional liquida¬ 
tor of Bishopsgate Investment 
Management, which managed 
Maxwell pension fluids. 

It was dear that parliament 
had by implication intended the 
privilege should not be available 
to people facing questions under 
the 1986 act, the court said. 

Mr Maxwell had claimed the 
right to remain silent because of 


the risk he might incriminate 
himself in the face of possible 
criminal charges. 

But in a separate appeal in a 
private action brought by Mirror 

Group Newspapers, the court 
said Mr Maxwell did not have to 
comply with a court order made 
last December requiring him to 
disclose information about £170m 
missing from MGN-As parliament 
had had not removed the privi¬ 
lege against self-incrimination in 
such actions, Mr Maxwell could 
rely on it to avoid answering 
questions which might incrimi¬ 
nate him , the court said. 

The court refused both Mr 
Maxwell and MGN leave to 
appeal to the House of Lords. 

The appeal judges also refused 
to suspend the application of a 
High Court order made last year 
requiring him to answer the pro¬ 


visional liquidator's questions, 
pending the outcome erf any law 
lords' hearing. Afterwards Mr 
Maxwell who also faces question¬ 
ing from a House of Commons 
select committee on the same 
matter, refused to comment 
Mr Nell Cooper, provisional liq¬ 
uidator of BIM, said he was very 
pleased but Mr Neil Fagan. 
Sign’s solicitor, said it would not 
be making any rushed decision 
about approaching the law lords 
for leave to appeaL 
It also emerged yesterday that 
Mr Maxwell's legal battles are 
being at least partly funded by a 
mystery benefactor. The exis¬ 
tence of the benefactor emerged 
In an affidavit of means which 
Mr Maxwell had been ordered to 
lodge with the court to explain 
how he was paying for his legal 
expenses. 



Parent buy-backs of UK distributorships 


Lancia (Rat) from Heron May 1989 

Alfa-Romeo (Rat) fromTKM Jan 1990 

Toyota* from Toyota (GS) - Inchcape Jan 1990 

Seat from Lonrho Fab 1990 

Nissan from Nissan UK Jan 1992 

* Toyota Jon 1990 - 5% to 1996 - 51% 



Less publicly, but also under 
heavy strategic pressures, Fiat of 
Italy has set about taking direct 
control of its franchises in the 
UK. It bought out the Alfa Romeo 
franchise from TKM in January 
1990 and took over the Lancia 
franchise from Heron Corpora¬ 
tion in May 1989. 


I t has appointed new senior 
executives and has 
announced plans to invest 
around £l00m over the next three 
years in order to strengthen the 
ailing UK dealer networks. 

In the era of the single Euro¬ 
pean market from 1993 direct 
control of key national wholesale 
operations is vital for the big car 


makers, as they seek to rational¬ 
ise operations across Europe. 

With the concentration of the 
industry the Volkswagen group 
now has four marques in Europe, 
VW, Audi, SEAT and Skoda. 

It will take time but Mr Hun¬ 
geriand is determined gradually 
to wring more synergies out of 
the wholesale operations of the 
four marques across Europe. 

At a retail dealer level Skoda 
and SEAT will be kept entirely 
separate from VW/Audi, but at 
the wholesale level he said he 
expected large savings to be pos¬ 
sible through shared facilities - 
such as parts depots - and 
shared book-keeping. 

Such synergies demand a uni¬ 
fied control 


Perrier 
fires salvo 
in hostile 
bid battle 

By Alice Rawsthom in Paris 

PERRIER, France’s leading 
mineral water company, yester¬ 
day fired a salvo in its defence 
against the FFrl3.42bn ($2.48bn) 
hostile bid from Nestle and 
Banque Indosuez. 

Mr Jacques Vincent, president 
of Perrier and Exor, the French 
property group that controls 35 
per cent or the mineral water 
company and is itself the subject 
of a FFr5.6bn friendly bid from 
Italy’s Agnelli family, said Per¬ 
rier was determined to “say no 
to this strange adventure". 

He was particularly critical of 
Indosuez, the banking subsidiary 
of France's Suez Group which 
owns 10 per cent of Exor. Mr 
Vincent, who is a board member 
of Suez, said he was "confused 
and even a little bitter” about its 
participation In (he bid given its 
recent policy of rationalising Us 
industrial interests. 

The fight for Perrier, whlcb 
began 10 days agp when Nestle, 
the Swiss food giant, and Indo¬ 
suez unveiled their bid, threat¬ 
ens to involve some of the lead¬ 
ing figures in the European 
industrial establishment and 
French financial circles. 

Perrier's defence against Nes¬ 
tle is based on the chum that its 
mineral water interests should 
remain intact Nestle has already 
agreed to sell Volvic, one of Per¬ 
rier's waters, to BSN, the French 
food group which, until this bid, 
bad been regarded as an ally of 
the Agnellis. 

Mr Vincent described the pros¬ 
pect of selling Volvic as “losing a 
wing". Perrier has taken legal 
action to try to nullify the agree¬ 
ment between Nestle and BSN by 
filing a complaint with the Con- 
seil de la Concurrence, the 
French competition authority. If 
Nestle’s plan to sell Volvic to 
BSN was blocked, its bid might 
face monopoly problems. 

Nestle has mounted a legal 
case of its own against the recent 
FFrl.5bn sale of 13.8 per cent of 
Perrier to Saint Louis, the 
French food and packaging 
group. Mr Vincent yesterday 
de f ended the decision to intro¬ 
duce Saint Louis as an Investor 
saying it formed part of Perrier’s 
diversification strategy. Mr 
Bernard Dumon, president of 
Saint Louis, said his company 
had agreed to take an initial 13J 
per cent of Perrier with the aim 
of raising its bolding to 20 per 
cent 

Societe Generate, the French 
bank, pledged its support to Per¬ 
rier, of which it owns 0.5 per 
cent Mr Marc Vienot, president, 
said the bank believed Perrier 
should remain independent and 
criticised the “low price” of Nes¬ 
tle’s offer. 
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WH Smith ahead 44% as 


interest charges decline 


Danish 

financial 
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Fiat sticks to its investment gttnsr 


By MIchiyo Nakamoto in London 


A SHARP decline in interest 
charges helped W. H. Smith, 
the UK book and music 
retailer, lift pre-tax profits by 
44 per cent to £50.lm ($90.68m) 
from £34JSm in the half-year to 
November 30. 

The improvement came in 
spite of weakness in the music 
market and a substantial 
decline in the contribution 
from Do It All, the group's 
do-it-yourself joint venture 
with Boots the chemists, which 
suffered from intense price 
competition. 

Interest charged fell to £ 2 .6m 
from £15.6m as borrowings 
were brought down with the 
help of a rights issue and the 
disposal of the TV and travel 
interests. 

The charge was likely to be 
higher in the second half 
because of acquisitions the 
group expected to make. 


mainly in the US. 

On higher earnings of 13.7p 
against lUp, the Interim divi¬ 
dend Is raised to -L3p from 4p. 

Turnover was up to £lbn 
from £936m, with an 11 per 
cent increase in retailing sales 
offsetting a 9 per cent fall in 
the DIY operations. 

However, retailing did not 
fare as well in terms of trading 
profits which fell 15 per cent 
to £37-5m from £39.3m mainly 
because of the slump in the 
recorded music business. 

Sir Malcolm Field, group 

managing director, blam ed the 
relatively new CD market, the 
recession affecting young con¬ 
sumers and a perception 
among consumers that CD 
prices were still too high. 

The Do It All venture suf¬ 
fered from difficulties in integ¬ 
rating the products and 
systems of the constituent 


businesses, as well as strong 
price cutting by competitors. 
Sales dropped to £97.9m from 
£107.9m and W. H. Smith’s 
share of profits from the ven¬ 
ture fell to £100,000 from £3dm. 

“The sector has been 
severely depressed and there 
has been no improvement in 
the housing market," Sir Mal¬ 
colm said. Efforts had been 
made to improve the product 
range and Do It AH expected to 
be number two In the market. 

W. H. Smith's distribution 
business, Including news and 
magazine wholesaling 
operations, and office supplies 
business, increased sales and 
trading profits. 

In the US, which contributed 
about 5 per cent of turnover at 
£59m against £39.5m, trading 
profits rose 27 per cent to 
£L9m from £L5m. 
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group to cut 
400 staff 


Haig Simonian on the car-maker’s efforts to maintain confidence 




By Hilary Barnes 
in Copenhagen 


Credit losses hit Swedish banks 


By Robert Taylor in Stockholm 


TWO of Sweden's leading 
commercial banks revealed 
yesterday that mounting credit 
losses had made a severe 
impact on their financial 
results for 1991. 

Svenska Handelsbanken said 
net operating Income was 
“somewhat below" SKr3bn 
($5l6m) last year. This con¬ 
trasts with the SKr4.Sbn profit 
it made in 1990. Handelsban¬ 
ken will publish complete 
ffnaTirial results on February 
IB. 

The bank said it expected 
loan losses of “slightly over 1 
per cent of total lending". Han¬ 


delsbanken bag more than dou¬ 
bled its reserves for credit 
losses since last autumn to 
SKx&5bn. 

Handelsbanken blamed the 
negative trend in loan losses 
on the financa company Gam- 
lestaden, rescued from collapse 
by a Swedish hank consortium 
last autumn. It has a negative 
equity of SKr£2bn and Han¬ 
delsbanken estimates its share 
of that figure is SKr455m. 

Skandinaviska EnskUda 
Banken, Sweden's largest com¬ 
mercial bank, also reported a 
deter io ratio n in financial per¬ 
formance with profits falling 


by 27 per cent to SKi2.4bn for 
1991. The b ank blamed the 
decline on escalating credit 
losses, including last week’s 
farther SKr352m loss from its 
involvement in the rescue of 
Gamlestaden. 

The bank said the group's 
results would have grown 
favourably during 1991 If its 
credit losses were excluded 
from its figures. The estimated 
SKr415m loss resulting from 
the sale of most of a 2&2 per 
share option in Skandia, 
Sweden’s leading insurance 
company, is to be taken 
against the q pprarnfrg 


TOPDANMARK, the Danish 
insurance and banking group, 
is to dismiss about 400 
employees, some 13 per cent of 
the staff, as part of a pro¬ 
gramme to streamline the 
organisation and improve 
earnings. Nine brandies of the 
group’s bank, Aktivbanken, 
win be closed this year, the 
group said. 

Tbpdanmark’s 1991 results 
axe expected to be negative fol¬ 
lowing an increase by 
DEr200m ($191,000) in loss 
provisions for the bank follow¬ 
ing an increase in provisions 
policy by the Danish supervi¬ 
sory authority. Loss provisions 
by the bank in 1990 were 
DEM69m and the group profit 
was DKr52m. 

Earlier, the group predicted 
profits of DErSOm to DErTSm 
for 1991, by It said yesterday 
that “results will be reduced 
by an amount equal to the loss 
incurred by Aktivbanken”. 

Topdanmark is negotiating 
an alliance with Sweden’s 
Wasa, AVCB of the Nether¬ 
lands, and the UK's Friends 
Provident The Danish group 
said that its streamlining pro¬ 
gramme wifi mean fewer lev¬ 
els of management and less 
bureaucracy. 


S OME manufacturers 
would react to a severe 
decline in demand and 
severe price competition by 
axing spending. But Fiat, 
Italy's biggest private-sector 
company, is sticking to its 
ambitious long-term invest¬ 
ment programme, despite the 
damage to short-term finances 
from tumbling profits. 

Even skilful window dress¬ 
ing failed to make Fiat's pre¬ 
liminary results, disclosed in a 
letter to shareholders this 
week, encouraging reading. 
Falling sale*, high co sts 
growing competition meant 
Flat's core business of produc¬ 
ing motor vehicles was barely 
profitable last year. 

Increased revenues from 
non-industrial activities such 
as financial services and retail¬ 
ing softened the blow. But with 
Mr Giovanni Agnelli, Fiat's 
chairman, warning that no 
upturn was in sight, the com¬ 
pany will have to depend on 
one-off capital gains and 
extraordinary Items to tide It 
over. 

Operating profits fell to 
around L636bn ($530m) last 
year, or about L450bn after tax. 
That is frighteningly tittle for a 
group with sales of L57,828bn. 
In 1990, operating earning* for 
Flat's core industrial activities 
alone amounted to L2,l03bn. 
But in 1991, the decision to priri 
operating earning s for hi ghly 
profitable non-core businesses 
was just one of the steps the 


in Spain, bed cot into 



Giovanni Agnelli; warned 
that no upturn was in sight 
group had to take to produce 
an acceptable figure. 

The result is that Fiat's 
industrial activities, princi¬ 
pally cars and trucks, which 
account for more than 61 per 
cent of turnover, were barely 
profitable last year. 

Fiat stressed its car business 
remained in the black, despite 
selling 65,300 fewer vehicles 
and seeing its domestic market 
share tumble to 47 per cent 
from 53 per cent in 1990. How¬ 
ever, it admitted that recent 
purchases of loss-making activ¬ 
ities, such as the Ford New 
BniianH farm equi pment busi¬ 
ness and the Enasa trucks 


Moreover, careful reading of 
the figures suggests the situa¬ 
tion worsened in the second 
half. On the cars side, the 
group's domestic market share 
edged down during the year, 
dropping to 46.40 per cent in 
November and jnst 45J3 pat 
cent toe following month.. 

Matters took set to get worse 
before they get better. A num¬ 
ber of importers, notably Ford, 
have targeted the Italian mar¬ 
ket, which remained fairly 
buoyant last year, to make up 
Ibr falling rianumri elsewhere. 

Others, like Volkswagen, 
were held back by model 
changes. With growth In its 
home market slowing, VW may 
be in a position to give custom¬ 
ers in Italy, its bfcjgeet export 
market, the cars they have 
been erring out for. 

Mr Agnelli admitted that 
European demand for cars 
showed little sign of an upturn 
this year. Nor will Flat have 
another windfall in Germany, 
where group sales rose by 28 
per cent last year. And 
although it is now committed 
to an ambitions new model 
programme, neither the new 
Cinquecento minicar nor the 
mid-sized Alfa 155 saloon are 
the sort of mass market models 
to produce a sodden change in 
fortunes. 

The group Is in the throes of 
a huge L47,0Q0bn investment 
programme over the next five 
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Bang & Olnfsen 
stems losses 


By Hilary Bames 


Savings movement in 
Norway criticises banks 


Ambroveneto approves 
plan to take stake in ISA 


BBV reports profits up by 4% 


By Peter Bruce in Madrid 


BANCO Bilbao Vizcaya (BBV). 
one of Spain's large commer¬ 
cial banks, reported a 4 per 
cent increase in net profits for 
1991 and a 3 per cent dividend 
increase to Ptal63. 

Mr Emilio Ybarra, president, 
said net group profits had 
grown slightly to Ptal09.1bn 
(Si.08m), and warned that a 
general slide in Spanish bank 
lending margins had hit the 
bank. 


The bank reported a 50 
per cent increase in extra¬ 
ordinary income, although offi¬ 
cials at the bank insisted 
that half of the Pta7ibn 
reported were the proceeds of 
trading In its “normal” portfo¬ 
lio. 

The other half was 
accounted for by the sale erf 
two banking affiliat es and the 
closure of duplicate branches 
brought about ny the merger at 


Bilhan anri Vizcaya hanks in 
1989. 

Mr Ybarra acknowledged 
that BBVs dividend was low, 
but said that in the current 
economic climate, the h ank 
had to be prudent 

Profits have been Mt by a 
sudden explosion in sales of 
unit trusts, brought about by 
new, relaxed tax rules last 
year, and they are still feeling 
the effects of competition. 


BANG & Ohxfsen, the Danish 
television and audio equip¬ 
ment maker, staunched its 
losses in the first half to 
November 30. 

The group reported a first 
half profit of DKrSm ($322,000) 
compared with a loss of 
DKr45m in toe first half of last 
year and a full-year loss of 
DKrMSm. Sales were up 10 per 
cent to DKrl,16bn from 
DKrlJNSlm. 

The result after depreciation ! 
was turned from a DKrfim loss 1 
to a profit of DKr24m and net, 
flnnririni costs were cut from 
DKr42m to DKr22m. There 
was a management reorganise- 1 
tlon last year, when Mr 
Anders Knntsen took ova- as 
managing director. 


By Karen Fossil in Oslo 


By Haig Simonian in Milan 


NORWAY'S Savings Banks' 
Association yesterday sharply 
criticised the country's top 
three commercial banks, alleg¬ 
ing that they adjusted credit 
losses upwards to qualify for 
increases in state support 

The association also said the 
banks were under-pricing loans 
to municipalities in order to 
boost market share. 

Last year state-backed 
support to the country's nfflng 
banking system reached 
NKrlSbn ($2S4bn). 

Chris tiania Bank , the second 
biggest bank, and Fokus Bank, 
the third biggest, were taken 
over by the state and de-hsted 
from the Oslo bourse, while 
Dsn norske Bank, the biggest 


commercial bank, received a 
massive state bail-out to secure 
its survival 

Mr THnnr Forsbakk, manag¬ 
ing director of the Savings 
H anks 1 Association, accused 
the commercial banks of bid¬ 
ding so low for kmns that it is 
virtually impossible to earn 
money on them. He claimed 
that the three biggest commer¬ 
cial hanks TiaM SO small inter¬ 
est rate margins on loans to 
municipalities that they must 
be characterised as under¬ 
pricing. 

“We have semi several exam¬ 
ples of under-pricing (an loans) 
to municipalities where the 
loans will contribute to a nega¬ 
tive result," lie changed. 


BANCO Ambrosiano Veneto 
(Ambroveneto), Italy’s biggest 
private-sector financial institu¬ 
tion, has approved plans to buy 
a minority stake in ISA, the 
holding company which con¬ 
trols Banca di Trento e Bol¬ 
zano, a large north Italian 
re gional bank. 

The purchase, subject to reg¬ 
ulatory approval, marks 
another step to Ambrovaneto's 
expansion after last year’s 
acquisition of Citibank Italia 
and 50 per emit of Caboto, a 
Milan securities trading firm. 

The 20 per cent stake in ISA 
was sold by Ediztone Holding, 
the holding company of the 
Benetton family who have 
been divesting their interests 


to flTbmejai services to concen¬ 
trate on their clothing and 
sports goods activities. No 
price has been dtoofoecd, but 
reports suggest the stake was 
mM tar around IBfflm 

Banca di Trento e Bolzano, 
which had deposits of LL€*2bn 
in 1990, has around 50 
branches In the Trento and 
Alto Adige regions. 

Ambrovaneto's purchase 
may mark the first. step 
towards taking toll control of 
the hank. Among other share¬ 
holders to ISA are Banca San 
Paolo di Brescia and Mittel, 
two financial institutions 
largely controlled by Ambxore- 
neto’s chairman, Mr Giovanni 
BazolL 
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Mezzanine Capital 


NOTICE TO HOLDERS OF 


Corporation Limited 


Nolle* to the holder* of ttie fully paM Boarnr Depositary Rocelpta ("BOR*”} 
evidencing Participating Redeemable Preference Sham of USt c*«it each 
f ‘Sharae") of Mezzanine Capital Corporation Limited (The ■•C o mp a ny") 

Notice of Dividend and Capital Repayment 


NOTICE IS HEREBY GIVEN to the holders of the BDRslhai the Companyhas 
declared an Interim dividend tor the financial year ending 3tst May, 1992 at 
US$027545 per share. The BDRs are denominated in rmttpte of units 
(•'Units"). Each Unit currently comprises 31 Shares. The dividend Is, therefore, 
equivalent id USS&54 par Unit. 

The Company has also given nonce that It intends to redeem an aggregate of 
1,782,000 Shares at a pnee ol USSW.79 per share. This win Involve the 
redemption ol T8 Shares bi respect of each UnH and thta capital repayment Is 
equivalent to a further USS28&22 per unit 

In accordance wtth Condition 8(B) of the candmansi endorsed on theBORa the 
number of Shares comprising a Unit will, fofiowfrig iho redemption, be adjusted 
from 31 to IS The number of units evidenced by each BDR wBI remain 
unchanged. 

Payment ol Bile dividend end of the capital repayment will be mad* subject to 
receipt thereof by Manufacturers Hanover That Bank (Guernsey) Limited ("tile 
Depositary"), against surrender ol Income Coupon No. IB (INC Na IB) and 
Redemption Coupon No. 18 (RED No. IB) respectively, at me specified olficeol 


Showa Aluminum Corporation 

(the "Company”) 

Bearer Warrants to Subscribe for Shares of 
Common Stock of the Company 
(the “Shares") 

Issued with: 





and at the loot of this Notice), at Miy taw on or alter 3ist January, 1BB2. 

Paymem will, In each case, be made, subject to any laws andfar regulations 
appScabte thereto, by dOBar cheque drawn upon, or at the option of the holder of 
the relevant Coupon, by transfer ro a dollar account maintained by the payee 
with, a Bank In New Vtark Qtyt 

BOR holders who haw not claimed additional Redemption and Income 
Coupons commencing at No. W should do ao by tomardliig the talon at the 
top of each BDR to the Depositary and Principal Paying Agent 

Copies ofthe Company's interim Report may be obtained Irom the Depositary 
and Paying Agents. 

BDR holders ore advised that as a result of the capital repayment of 
USS28&22 per writ, the net asset value per unit of the company wfll be 
reduced from USS45840 to US$182.1* BOB hoUera should note that the 
price per unit quoted on ttra London Stock Exchange will adjust 
accordingly. 


US $100,000,000 

2% per cent. Guaranteed Bonds 1992 
(the "1992 Warrants") 

US $120,000,000 

4ft per cost. Guaranteed Bonds 1993 
(the “1993 Warrants") 

US $150,000,000 

4J6 per cent. Guaranteed Bonds 1994 
(the “1994 Warrants") 


Depositary and Principal Paying Agent 
MinufecturereHenovor trust Bank (Guernsey) Limited. 
Manufacturers Hanover House, Albert House, PO Box 429; 
South Esplanade, St. Peter Port, Guernsey. Channel Islands 


Paying Agents 

Sankafs Trust Luxembourg SA, 

14 Boulevard Roosevelt, Luxembourg. Grand Duchy erf Luxembourg 

Manufacturers Hanover Host Company, 
Bocksnlwimer Landdrasae 51-63, 

O 6000 Frankfurt-am-Main 1. Germany 

Manufacturers Hanover That Company, 

The AdtfpW. John Adam Straw, London WC2N6HT 


Adjustment of Subscription Prices 
Notice is hereby given that as a result of the issuance of 
DM130,000,000 5»% Bonds 1992/1996with Warrants of the Company 
on 23rd January, 1992 with the initial subscription price per Share of 
¥662.00 determined on 13th January, 1992 being leas than the current 
market price of ¥776.00 per Share for the three captioned Warrants 
as at that date, the Company adjusted the Subscription Prices of the 
three captioned Warrants as follows: 

I. 1992 Warrants 

Current Subscription Price per Share: ¥ 572.00 
Adjusted Subscription Price per Share: ¥ 565.80 
O. 1993 Warrants 

Current Subscription Price per Share: ¥ 795.00 
Adjusted Subscription Price per Share: ¥ 786.40 
m. 1994 Warrants 

Current Subscription Price per Share: ¥ 1,036.00 
Adjusted Subscription Price per Share: ¥1.024JO 
The said adjustment of the Subscription Prices became effective as 
from the 24th January, 1992 (Japan time). 


You obviously know “how to make it” - you’re 
reading the weekday FT. 

At the weekend however your attentions turn to 
other things, as indeed do ours. Having “made it”, how for 
instance do you best “look after it?” Well, Weekend FTs 
“Finance and the Family” pages cast an expert eye on ail 
aspects of personal finance. 

We identify investment opportunities, assess and 
compare your options and discuss your problems. 

Along with the more serious business of “looking 
after it” we focus our minds on how to enjoy it, or in Lucia van 
der Post's case, quite unashamedly “How to Spend it” - on 
which, incidentally, she’s never short of ideas. Our property 
pages feature, along with some sound advice, many of the most 
interesting homes on the market. 



ib, 75001 Paris, France 


SL RMsr ftjit Guernsey 
Doted 30th January, 19BS 


by: MaittiAKftifW* Nenorer Hum 
Bonk (Guernsey) Limited 

Depositary 


THE LONG-TERM CREDIT BANK OF JAPAN, LTD. 
Loudon Branch 

as Principal Paying Agent for and on behalf of 

Showa Aluminum Corporation 

Dated: 30th January, 1992 


NOTICE OF REDEMPTION 
to toe Holders of 

THE CITY OF QUEBEC 
(Province of Quebec, Canada) 

CAN$ 15,000,000 

10% Bonds due 1982 to 1995 


U.S. $300,000,000 


NOTICE E HEREBY GIVEN that In raoHiinoe wtth the pmrttroos of the Fiscal A&mcy 
Apremraibttd November n 177i between the Qy of Quebec (.The bsacO md the Bmfc 
cf Montreal (The RaaJ Agon *e teucr h* dedod to irdtxm ac March 31. 1993 (the 
'Hedemptaa Dne'i d af the n a m ln lne Bonds outstanding x a redemption price of 100.50* 
(the ■Redemption Pricr r ) of the principal Bnoom ihaeof together waft accrual toots (tte 
■Accrued tatmst1 fan Noswnber 15.1991 to ihe Bedeoptlofl Date of CjnS37.50pcrbood. 

The tataopboo Price and the Named [merest on the Bonds stall be pajnbte on restier the 
B r d i-mfrino Balt tyoo pi r.gixaio o and sormxkr of the Bonds, together with aflappurtemnt 
coupons mauriog a fter ihcRodenyionDzc,« the offices of ay one of the faying Agate 
mentioned thereon. 


Canadian Imperial Bank 
of Commerce 

(A Canadian Chartered Bank) 

Floating Rate Debenture Notes due 2084 


How to make it. 
[ow to look after 
How to spend it . 


Notice is hereby given that for the six months interest period from 
Januaiy 30,1992 to July 30,1992 Ihe Debenture Notes will cany an 
interest rate of 4.5025% per annum. The Interest payable on the 
relevant interest payment date, July 30,1992 against Coupon No. 14 
a be.ILS. $230.66 and U.S. $5,766.49 respSxhrely foSbelre 
Notes m denominations of U.S. $10,000 and U.S. $250,000. 


Bonfa dwidd be pnaaacd far payment meatier wtdi all unmanned mupnm fading ghfc-h 
ifac far nhr of my missing coupon wffl he deducted from the am due hr pay mws 
dOMiftt:» deducted wffl be paid qpimr surrender of the rabslogcoqwn within 1 pertod of 10 
yea n from the Redemption Dag. 


By: The Chase Manhattan Bank, NJL 
London, Agent Bank 


CHASE 


January30,1992 


On and after the BtJeumtion Date imettst on the Bonds shall BMtemmn y 
BBtertag ate this daw stall be TOid. 


ttsed » of January 30.1092. 


Tbe Fiscal Agent 


< Bank of Montreal 



5 THE FINANCIAL BOOKMAKERS H 

^0. FTOE WALL ST RRI 

M« 25735562 Uw 32720284 BS 

Cxllui powQrt Q71-BIS 72)3 gr write in mac 9-11 C nm cm Canh-n. 
■ip. — tandmSWlWOire far your/iwDcaiiaa Handbook which ehcsdteua* 
«-«-»__onliowio specuiiK TAX FREE* an oscrBO worid fagDOBtei 


We get out to the exhibitions and auctions, out for a 
test spin with Stuart Marshall behind the wheel, out in the 
garden with Robin Lane Fox and more often than not with 
Jancis Robinson weVe out in the vineyards of France or Italy or 
wherever her expert nose leads her. 

All this and our weekend has barely begun. Order 
your copy of the Weekend FT from your newsagent this 
Saturday and join us. 


Every Weekend 
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Charges hold back Philip Morris 
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gy Karan Zagor in New York 

. PHHJ? MORRIS, the US food, 
drink and -tobacco group, yes- 
w^ysnrelled a 2L2 per cent 
rise to underlying 1991 profits, 

Bo*CTer^]arge charges Cor 
ap accounting change and 
i^ttriictBring contributed to an 
ovarsl} dhelme, leaving net 
.tocpme lor. the period down 
I 5 j,par cent at Won, or $&25 a 
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nutingitbe 1991 fourth quar- 
_ ter;ihe group took a $lbn non- 
<*iah : chaige for the accounting 
jjjapge : and an additional 
- charge for restructuring 
it& woridwWe.food business, 
jte a resutt. net income In 
the iWirth. quarter dropped 
• fltmyA ianercept to 5767m, or 


83 cents a share. Operating rev¬ 
enues eased 3.7 per cent in the 
quarter to 313.71m. reflecting 
the impact of currency transla¬ 
tions and a decline in revenues 
from the group's North Ameri¬ 
can food operations. 

Stripping out the one-time 
items in the 1991 fourth quar¬ 
ter, pre-tax income advanced 
15.7 per cent while net earn¬ 
ings rose 21 per cent. 

Philip Morris said that its 
real estate and North Ameri¬ 
can food businesses were the 
only units that did not post 
improved profits in the quar¬ 
ter. 

Mr Michael Miles, who 
replaced Mr Hamish Maxwell 
as chairman last s umm er, said 


the company's earnings and 
cash flow grew strongly in 1991 
in spite of the US recession. 

"Although we expect con¬ 
sumer packaged goods compa¬ 
nies to face extremely competi¬ 
tive conditions in a weak 
economic environment during 
most of 1992, we are well-posi¬ 
tioned for continued pamingq 
and cash flow growth.” 

Operating profitB in the 
domestic tobacco division rose 
14J per cent to $4-Sbn for the 
year in spite of a shrinking US 
market, where industry vol¬ 
ume fell 2.4 per cent in the 
year. International tobacco 
profits rose 24 per cent to 
$1.7bn. 

Food earnings rose 14.4 per 


cent to $3bn on revenues that 
grew 8 per cent to $ 28 J 2 bn. The 
comparisons are distorted by 
the inclusion of Jacobs Such- 
ard, the Swiss chocolate and 
coffee company, which Philip 
Morris acquired in the aut umn 
of 1990 for $4.1bn. 

Most of the growth came 
from the group's overseas busi¬ 
nesses. North American food 
saw a 7.7 per cent Improve¬ 
ment in operating income to 
$2.ibn. 

Beer earnings advanced 13.3 
per cent to 3323m on revenues 
which grew 14J5 per cent to 
$4.1bn. 

Shares in the group rose $1% 
to $78% at mid-day yesterday 
in New York. 


Motorola and 
tJm^s strike 
R&Daccord 

By LoulsoKe hoo 

InSanmhclsco 

TTNISYS anS Motorola have 
pypa wteff BBt collaboration in 
d»ip tedmqlbgy development, 
manufKtmfog and design by 
entering u semiconductor tech¬ 
nology affiance. 

- MotorsSair the largest US 
smitoHuhictor manufacturer. 
Is already a main supplier to 
DRtaysL the US computer 
: gmop- Umber the new agree¬ 
ment, however, Unisys and 
Motorola ddll jointly define 
Lne» *hlP production process 
and design technologies for 
customised chips to be used in 
fatxufi Unisys nminfr»iM com- 


-.Unisys.'said It' would phaw 
.oat its.last chip-making opera¬ 
tion, in California, makin g the 
c ompany the largest computer 
manufacturer to rely entirely 
on otttstds sources for its semi- 
condudor- supplies. 

"The alliance co nfirms our 
commitment to focus our 
resources where we add unique 
value, and . team with industry 
-leader* in other disciplines," 
said Mr James Unrnh, Unisys 
chairman and chirf executive. 

. Under the agreement. Uni¬ 
sys, the third largest US com¬ 
puter maker, will gain earlier 
access to Motorola advances in 
chip design. 

: Unisys will incorporate 
Motorola semiconductor 
devices into future mainframe 
computer systems, and joint 
engineering twnn* will rfafinp 
-'and develop, semiconductor 
produtfs. 

• The Unlsys-Motorola alliance 
follows an agreement between 
Unisys and Intel, announced 
late, last year, in which Unisys 
agreed to standardise its open 
systems product lines on Intel 
microprocessors. 

The new agreement with 
Motorola means that Unisys 
will base its customised semi¬ 
conductor requirements on 
Motorola technology. 

For Unisys, the semi¬ 
conductor partnerships 
represent a way of reducing 
development and manufactur¬ 
ing -costs, at a time when 
the computer company is 
struggling to maintain profit¬ 
ability.; ’ 


Westinghouse cuts dividend 


By Martin Dickson In New York 


WESTINGHOUSE Electric, the 
IIS conglomerate which has 
been hit by bad real estate 
loans, yesterday moved to 
shore up its finances by vir¬ 
tually halving its dividend 
announcing plans to issue 
$500m of new stock. 

Both of the Westinghouse 
board’s actions had been 
widely expected on Wall Street 
because of problems at 
Westinghouse Credit, its finan¬ 
cial services subsidiary, which 
has been reeling from poor 
investments in speculative real 
estate and hi ghly leveraged 
buy-outs in the late 1960s. 

Westinghouse took a SLGSbn 
charge In the third quarter to 
cover problems at the finance 
company and is trying to sell 
many of its assets to bolster its 


balance sheet and reduce debt. 

The recession has hit the 
company's other businesses, 
which range from power 
systems to broadcasting. 

The dividend cut reduces the 
pay-out due on March 1 from 
35 cents to 18 cents. 

Mr Paul Lego, the chairman, 
said this would both provide 
capital and reduce the amount 
of equity the company needed 
to raise. 

The equity will take the 
form of preferred equity 
redemption cumulative stock, 
one of the most popular new 
Instruments on Wall Street 

Mr Lego said these mea¬ 
sures, together with the com¬ 
pany's recent establishment of 
a $6bn line of credit, a $200m 
cost-cutting programme and 


strong cash flow from 
operations, “are sufficiently 
far-reaching to provide a sound 
capital structure and meet our 
financial needs. 

“Nevertheless, we will con¬ 
tinue the orderly reduction of 
assets at our financial services 
subsidiary.” 

Separately, he announced 
that the adoption of a new 
accounting standard for retir¬ 
ees health benefits, which is 
hitting the balance sheets of 
many American companies, 
would have no impact on 
W estin ghouse shareholders' 
equity. 

It would be offset by the ben¬ 
eficial effects of a new tax 
accounting standard and the 
improved performance of the 
group's pension fund, he said. 


Amex advances 72% in quarter 


By Martin Dickson 

AMERICAN Express, the US 
financial services group buf¬ 
feted by credit card loan losses, 
reported a 72 per cent increase 
in fourth-quarter earnings, 
although income at its core 
cards business dropped by 
almost two-thirds. 

The group reported net 
income of $2CTm, or 47 cents a 
share, on revenues of S8-6bn, 
compared with Income of 
3138m. or 26 cents, on $R3bn of 
revenues In the same period of 
1990, when it was hit by partic¬ 
ularly heavy losses at Its 
Sbearson t-ahman investment 
linking subsfdfaiy. 

The figures were broadly in 
line with Wall Street expecta¬ 
tions. 

For the full year, it reported 
net income of $788m, or $1.59 a 
share, against $181m, or 34 
gents, in 1990, when it took a 


$837m restructuring charge at 
Shearson. 

Over the past year, Shear- 
son’s performance has 
improved, helped by rising 
Stock and bond markets, while 
Amex's core Travel Related 
Services (TRS) business, which 
includes its cards and travel¬ 
lers cheques operation, has 
been hit by the recession. 

The company shocked Wall 
Street last autumn when it 
took a $265m charge against 
earnings, including $155m to 
cover credit losses, mainly at 
its Optima credit card. 

TRS's fourth-quarter net 
income totalled $81m, down 
from $215m a year ago. Charge 
volnme on its credit cards 
totalled SSObn, a L3 per cent 
increase from last year. 

For the full year, TRS pro¬ 
duced net income of 3396m, 


down from S956m, due to a 
$432m post-tax increased provi¬ 
sion for credit losses. SUOm of 
third-quarter restructuring 
charges, a $200m increase in 
operating expenses and a $24m 
rise in marketing expenses. 

Worldwide charge volume 
totalled $lHbn, unchanged 
from a year ago, while the 
number of establishments 
accepting the card rose 7.6 per 
cent to over 3.5m. Cards in 
force rose slightly to 36.6m - a 
drop from past growth rates 
which the company said was 
due to tightened credit proce¬ 
dures and reduced solicitation. 

Shearson reported record 
income of $l30m in the fourth 
quarter, compared with a 
$115m net loss a year ago, 
while the IDS financial ser¬ 
vices unit saw profits rise 21 
per cent to S68uu 


Weyerhaeuser $161.9m in red for year 


WEYERHAEUSER, the US 
timber products group, has suf¬ 
fered a loss amid conditions 
which include the lowest rate 
tn US housing starts since the 
Second World War, Reuter 
reports. 

The company posted a 1991 
year-end loss of 3161.9m, or 80 


cents a share, including a 
3283m fourth-quarter restruct¬ 
uring charge and a 961m 
accounting change charge. 
Revenues fell to $8.7bn from 
S9JHbn in 1990. 

In 1990, the company earned 
$393.7kn, or $1.87 a share. 

The company also cited a 20 


per cent drop in Japanese 
housing starts in 1991, falling 
prices in all leading pulp and 
product lines, and a property 
market in turmoil as reasons 
for its lower results. 

In the fourth quarter, Weyer¬ 
haeuser’s pulp and paper earn¬ 
ings were down 85 per cent. 


IPISA 

a private Spanish company whose owners 
include the shareholders of 





e 


Spain’s leading manufacturer of corrugating medium 
has sold its majority interest in 

UNIPAK, & A. de CV. 

a fully integrated manufacturer of linerhoard, 
corrugating medium and corrugated board and boxes 
located in Mexico 
to 

a private Mexican investor group- 


The undersigned acted as financial advisor 
to the shareholders of IPISA in this transaction. 

Fredericks Michael 


&Co. 


Incorporated 

St ottUSmi 
NrwtirbOl* 


Nine Canadian 
telecoms sign 
marketing deal 

NINE Canadian telephone 
utilities are forming a new 
company to co-ordinate their 
move into international mar¬ 
kets and to oversee research 
and marketing of domestic 
telephone services, writes 
Bernard Simon. 

The new company, Stentor 
Resource Centre, comprises all 
but one of the shareholders of 
Telecom Canada, the alliance 
which administers Canada's 
domestic long-distance system. 
Stentor is expected to start 
operations next January with 
about 2,500 employees. 

Stentor will be dominated by 
Bell Canada, the biggest of the 
phone companies. BeD, subsid¬ 
iary of Montreal-based BCE, 
provides service to most of 
Ontario and Quebec and has a 
substantial shareholding in 
several smaller provincial com¬ 
panies. 

The utilities face pressure on 
their monopoly of the Cana¬ 
dian telephone system. Regula¬ 
tors are due to decide within 
the next few months whether 
to open the long-distance mar¬ 
ket to competition. 


Ontario to 
sell its 25% 
stake in 
Suncor 

By Bernard Simon 

in Toronto 

THE ONTARIO government is 
to sell Us 25 per cent stake in 
Suncor, one of Canada’s larg¬ 
est oil producers, in the latest 
of a string of ownership 
changes in the Canadian 
energy industry. 

Suncor said yesterday it 
planned a secondary offering 
of up to 45 per cent of its 
shares held by its two share¬ 
holders, Son Company of Phil¬ 
adelphia and the Ontario 
Energy Corporation, a provin¬ 
cial government agency. The 
offering will be made in 
Europe and the US as well as 
Canada. 

Sun Company plans to cut 
its holding to below 65 per 
cent, from just under 75 per 
cent The Ontario government 
bought Its stake at the height 
of the 1981 oil crisis to get a 
window on the producing side 
of the energy industry. 

About l per cent of Stumor's 
common shares are traded 
over-the-counter in Canada. 
Yesterday's bid price of C$20 a 
share indicates a market value 
of about CS2bn (U531.7bn). But 
Mr Deals Mote, analyst at Mat¬ 
son Placements In Toronto, 
said the price of the thinly- 
traded shares did not necessar¬ 
ily reflect market value, espe¬ 
cially at a time when a large 
number of oil and gas proper¬ 
ties were up for sale. 

Ontario is unlikely to recoup 
its original C3650m Invest¬ 
ment in Suncor. The province 
has been eager to sell its stake 
for some tune to help fund a 
spiralling budget deficit 

The pace of mergers and 
acquisitions in the Canadian 
oil industry has accelerated in 
the past few years as larger 
companies, many of them bur¬ 
dened by beavy debts, have 
sought to rationalise their 
assets. UK-based Lasmo wants 
to sell those businesses in Can¬ 
ada it acquired when it took 
over Ultramar. Petro-Canada 
and Amoco have been among 
the other active sellers. 

Suncor operates the world's 
first commercial oilsands 
plant, near Fort McMurray. 
Alberta, with an output last 
year of 63,000 barrels a day. It 
prodneed the equivalent of 
23.000 barrels a day of oil and 
gas from conventional sources 
last year. The company earned 
CS77m in 1991 on revenue of 
CS1.6bn. 


Lower metal 
prices hit 
net at Asarco 

By Barbara Durr 

In Chicago 

ASARCO, one of the world's 
leading integrated producers 
of non-ferrous metals, has 
recorded a steep fall in its 1991 
net earnings. 

Lower prices for the compa¬ 
ny’s principal products of cop¬ 
per, lead, silver and zinc 
brought the results down. 
They also suffered from lower 
prices for specialty chemicals. 

Earnings in 1991 fell to 
346m, or 81.12 per share, from 
3149.1m, or $3.60, in 1990. 
Sales were $L9bn. down from 
32JJbn in 1990. 

The decline prompted the 
company to halve its quarterly 
dividend to 20 cents from 40 
cents, the level at which it had 
stood since April 1989. 

Tn a cyclical business such 
as ours, the dividend rate 
must relate to the company’s 
earnings,” said Mr Richard 
Osborne, chairman. 

In the fourth quarter, net 
earnings were $12.2m, or 30 
cents, compared with $3.7m, or 
10 cents. 

However, the 1990 fourth 
quarter included a non-recur¬ 
ring after-tax charge of 
S5L5m, or $1224 per share, for 
environmental clean-up and 
royalty costs. Sales were 
3492.4m, down from 3549.9m 
in 1990. 

Mr Osborne said that 
although demand for copper 
remained strong, demand for 
lead and zinc continued to be 
affected by the recession-hit 
US vehicle market 
He noted that Pacific Rim 
markets had remained strong, 
while European markets for 
base metals had weakened. 


McDonnell Douglas rises 


MCDONNELL DOUGLAS, the 
financially-stretched US 
defence and aerospace group, 
underscored its improving 
health by reporting a sharp 
increase in fourth-quarter 
earnings and a further reduc¬ 
tion in its debt burden, writes 
Martin Dickson. 

The St Louis-based company, 
which is being hit by the down¬ 
turn in US defence spending, 
reported net earnings of $2ilm, 
or $5.50 a share, compared with 
break-even in the fourth quar¬ 
ter of last year, when the com¬ 
pany took a $219m after-tax 
provision for the cancelled A-I2 
aircraft programme. 

Revenues totalled Sl.Sbn, 
against |l.l 2 bn_ For the full 
year, the group earned S423m, 
or $11.03 a share, compared 


with $306m, or $7.99 in 1990. 

The company’s debt - apart 
from at its financial services 

unit - fell to $L39bn at the 
year-end. against $2.68bn three 
months before. The level of 
debt has dropped 28 per cent 
sinre Its peak last March, when 
analysts questioned if the com¬ 
pany might have to file for 
bankruptcy. The company still 
needs capital to develop air¬ 
craft. and Taiwan Aerospace is 
considering buying a 40 per 
cent stake in its civil aircraft 
operations for S 2 bn. 

Behind the improving bal¬ 
ance sheet and profit figures is 
a much better performance at 
its civil aircraft business, 
which began deliveries of its 
new wide-bodied jet, the HD-ll, 
just before the start of 1991. 
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Gencor Limited 

itncarpurairJ in r hr Rrpuhtir nf South Africal 
fRcgiuraiufl number 0r/0l232/O&i 
t'Gencur’*) 


GENCOR 


RIGHTS OFFERS - SALIENT DATES 

Further to ihe press .wnouncement on Monday. 27 January 1992 Sen bank is authorised to announce ihat: 

1. The Johannesburg Slock Exchange (‘the JSE~i has primed a listing (or ihe rcnouncs-ablc mil puuli Iciu-is of 
allocation and the new ordinary shares in Gencor Bcbercnd and Gcneur lo be issued in terms of their 
respective rights otters. 

2. An application will be made to the London Slock Exchange (“the L5E~) to jdmii u> the Official List the new 
ordinary shares in Gencor to be issued in terms of its riphis offer. 

3. The salient dares, as applicable, which apply to the Gencor Bchercnd and Gencor rights offers arc as tvlkus 


Record dare Tor the rights offers - Iasi day for ordinary shareholders 10 register hi 
participate in the rights offers 

Existing ordinary shares listed cx-ngbis on both the JSE and the LSE 

Dealings in renounceable mil paid) letters of allocation commence on the JSE. 
and the LSE under rule 535.4 

Rights offers circulars, including renounceable (nil paidi letters of a I local! cm, 
despatched to ordinary shareholders 

Rights offers open ar 09:00 in Johannesburg and in London 

Last day for dealing in renounceable mil paid! tetters ot allocation nn the JSE 

Last day for spin ring renounceable (nil paid! Icucts of allocation in 
London by 14:30 

Last day for splitting renounceable (nil paid) tellers of allocation in 
Johannesburg by 14:30 

Lisling of new ordinary shares commences on (hr JSE 

Las I day for dealing in renounceable (ml paid) letters of allocution on the LSE 

Rights offers close in Johannesburg and in London - last day fur payment to he nude 

in Johannesburg and in London by 14:30 Friday. 28 February 

Dealings commence in new ordinary shares (fully paid) on the Official List of the LSE Monday. 1 March 

Last day for receipt of postal acce pi antes in Johannesburg and London (14:30), 
subject to a postmark of not later than Friday. 28 February 1992 


1942 

Friday. 3i January 
Monday, 3 February 

Monday. 3 February 

Friday, 7 February 
Friday. ~ February 
Wednesday, 2ti February 

Wednesday. 2b February 

Thursday. 27 February 
Thursday. 27 February 
Friday. 28 February 


Ordinary share certificates posted by not laler than 


Wednesday. 4 March 
Monday. 4 March 


All limes given are local limes in the Republic of South Africa or the United Kingdom, as appropriate. 

Copies of the Gencor Bchercnd and Gencor rights offers circulars, including the rcnnunccnblc mil paid) letters nf 
allocation, wifi be available for inspection ai their registered office. 6 Hoilard Street. Johannesburg and at 
Senbank, 30th Floor. Sanlamscntrum. 20S/2I2 Jrppe Street. Johannesburg, and m add it inn. m respect of Gcncnr. 
at the offices of the London Secretaries. Gencor (U.K.t Limited. 30 Ely Place. London, ECIN til'A during normal 
business hour- on any weekday from Friday, 31 January 1492 up to and including Friday. 2K February 1992. 

Johannesburg 
JO January 199 2 


Merchant bank 


A 


SENBANK 

COtPOEATE AMP .VlEtCH-V it BANS 


(A division of Bankorp Limited) 
(Registration number M/CM539,1)6) 
('Registered bank I 


Sponsoring brokers 
for GENCOR 


REPUBLIC OF SOUTH AFRICA: 

Marlin A 1 Co. Inc. 
Davis. Bufkuni. Hare & Cu. Inc. 

Ed Hem. Rudolph Inc. 
Ivor Junes. Roy & Co. Inc. 

UNITED KINGDOM: 
Smith New Conn Corporaic Finance Limited 


A 

GENCOR 


Gencor Limited 

i Incorporated in the Republic of South Africa I 
(Registration number 01/01232AV»i 


NOTICE TO HOLDERS OF SHARE WARRANTS TO BEARER (‘GENCOR BEARERS*! 
REGARDING A RIGHTS OFFER OF ORDINARY SHARES IN GENCOR LIMITED (‘GENCOR*) 
WHICH OPENS ON 7 FEBRUARY 1992 AND CLOSES ON 28 FEBRUARY 1992 

Rights Offer of 17 new ordinary shares of 4 cents each in Gencor ai an offer price of 172 pence (UK currency) per 
share for every 100 shares held in Gencor. 

Coupon No: 139 is the entitlement which enables holders ol Gencor Bearers to receive the offer of ordinary 
shares in registered form. 

Some important dates in London are: 

Record date for the Rights Offer 

Existing ordinary shares listed ex-rights on both the JSE and the LSE 
Lost day for splitting renounceable (nil paid) letters of allocation, by 14:30 
Last day for dealing in renounceable mil paidi Idlers of allocation 
Last day for receipt of posial acceptances, by 14:30 


Friday, 31 January 1992 
Monday. 3 February l*N2 
Wednesday, 26 February' '992 
Friday. 28 February l»»2 
Wednesday, 4 March 1992 

An Application Form (either PINK to receive NIL PAID LETTERS OF ALLOCATION or GREEN to subscribe 
for FULLY PAID GENCOR ordinary shares) must be complcied and lodged preferably by a stockbroker or 
hanker, logether with Coupons) No: 139. 

Application (onus and the letters of allocation will state the Sterling price per share. 

Payment: Cheques should be made payable to 'Barclays Bank PLC - a/c Gencor' and crossed 'not negotiable'. All 
payments must be made by cheque or banker's draft IN POUNDS STERLING and drawn on a bank in 
(he United Kingdom. 

Full payment details will be sei out io each Application Form and in each Lnicr of Allocation. 

Letters of Allocation will be issued by Barclays Registrars. 

Copies of (he Rights Offer Document and Application Forms will be obtainable after 7 February 1992: 

in London: At Barclays Registrars In Paris: At Credit du Nord 

New Issues Department 
PO Box 123 
FIceI way House 
25 Farringdon Street 
London EC4A 4HD 

30 Ely Place 
London ECIN 6UA 

SOJanuarv 1992 


in Switzerland: At Credit Suisse, Zurich 

Swiss Bank Corporation. Basle 
Union Bank of Switzerland, Zurich 

per pro GENCOR (U.K.i LIMITED 
London Secretaries 
L J Baines 


US$100,000,000 
Credit du Nord 

Floating Rate Note* due 1997 
Fur Lhu period Groin Jsmury 30, 1932 to 
April 30, 1992 the Notes will carry an 
interest rate of per annum with 
an interest amount of US £132.71 per 
US$10,000 Note. 

The relevant lateral payment date will 
bo April 30.1992. 

.Uent Bank: 

Banque Paribas Luxembourg 
Sociitd Anonyroe 


Appointments 

Advertising 

appears every 

Wednesday & 
Thursday 

Friday 

(in the international 
edition only) 



Republic of Italy 

ECU 1.000.000.000 
Floating rale notes due 2005 

Notice is hereby given that the 
notes trill bear interest at 
10 9 fjA per annum from 30 
January, 1993 to 30 April, 

1992. Interest payable on 30 
April. 1992 will amount to 
ecu 129.94 per ECUS.000 note 
and ECU!.299.44 per 
ECU50.000 note and 
EOJ3.S98.S7perECU100.000 
note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 



The Kingdom of Belgium 

US$400,000,000 
Floating rate notes due 
1996 

In accordance with the 
provisions of the notes, notice 
is hereby given that for the 
interest period from 30 January. 
1992 to 30 July. 1992 the rale of 
interest on the notes will be 
4 Vu% per annum. The interest 
payable on the relevant 
payment date. 30 July, 1992 will 
be USS5.292.S3 per USS250.000 
note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 
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INTERNATIONAL COMPANIES AND CAPITAL MARKETS 


ANZ seeks A$780m by rights issue 


By Bruce Jacques In Sydney 

AUSTRALIA and New Zealand 
Banking Group (ANZ) has 
continued the trend for leading 
Australian banks to top up 
their equity bases with a 
one-for-five rights issue 
seeking almost A$780m 
(US$58(L4m). 

ANZ, one of Australia's four 
leading trading banks, 
yesterday confirmed market 
speculation with a 
folly-underwritten issue at 
AS3.76 a share, well below 
yesterday’s price of A$435 on 
the Australian Stock 
Exchange. 

The offering follows a 
AJSHJOm preference share Issue 
by ANZ in May last year, and 
brings the amount of major 
bank equity raised in Australia 
in the past year to more than 
AJ4bn- 

This includes A$1.65bn 
raised In the flotation of 30 per 
cent of the Commonwealth 
Bank and a A$lbn share issue 
by National Australia Bank. 

Conspicuous by Its absence 
Cram the equity raising queue 
has been Westpac. the other 


iwnting Australian But 

with speculation continuing on 
the possibility of another big 
bank merger, the market Is 
bracing for an imminent 
Westpac Issue. 

Westpac also lost ground 
against its competitors 
yesterday with the release of 
hank debt ratings by Standard 
and Poor's Australian Ratings. 
The ratings agency lowered 
various debt ratings for 
Westpac and some of Its 
subsidiaries, but reaffirmed 
ratings of the National 
Australia Bank and ANZ. 

The agency said the Westpac 
downgrade was due to the 
weakening of asset quality 
through emergence in 1991 of 
substantial property-related 
problem exposures. Bat it 
commended Westpac 
management's efforts to 
address problems. 

The rash of Australian bank 
equity raisings reflects a desire 
to take advantage of a 
relatively strong Australian 
share market, and the need to 
maintain capital adequacy 


r a t io s at or above international 
standards. 

Announcing the issue at 
ANZ’s annual meeting in 
Melbourne yesterday, Mr 
Milton Bridgland, ch ai rman, 
said he recognised the need for 
additional capital over the next 
two years. 

"The funds raised by the 
issue will further strengthen 
our capital base, which, whilst 
already sound by international 
standards, will be subject to 
some statutory adjustments 
over the forthcoming 18 
months,” he said. 

" Thwi A adjustments relate to 
the deduction of future income 
tax benefits from our capital 
base calculation with effect 
from October 1 1992, and the 
similar deduction of general 
provisions relating to 
rescheduled debt a year later. 

“This share issue will 
adequately compensate for 
both these ad j ustments about 
six months in advance in each 
case. Our capital adequacy 
ratio is projected to be well in 
excess of 10 per cent over the 


next two years, substantially 
above the 8 per cent required 
by the Reserve Bank." 

Mr Bridgland said ANZ, 
which is among the more 
international of Australia's 
banks through its control of 
the UK-based Grindlays group, 
would apply for listing of the 
new shares in Australia. New 
Zealand and London. 

The issue is payable in two 
tranches, AS1-88 by March 27 
this year and the balance a 
year later. 

Rights trading is scheduled 
to begin in Australia and the 
UK on February 13 and in New 
Zealand on February 19. 

Stockland Trust Group, one 
of Australia's largest listed 
property trusts, will raise 
A£62.4m from a placement of 
converting preference units 
and shares to institutional 
investors. 

The issue will involve 24m 
new securities at A$2L60 - A$2 
for the units and 60 cents for 
the shares - with 12m 
attaching options which will be 
separately listed. 


A shake-out for S African banking 

Philip Gawith examines the planned merger of ABSA with Bankorp 


Two US 
exchanges in 
derivatives 
venture 

By Barbara Durr 

in Chicago 

IN LIGHT of US investors’ 
expanding interest In mid¬ 
sized growth companies, the 

nHwg n Mercantile Exchange 
and the American Stock 
Exchange have announced 
they will jointly bnmrii deriv¬ 
ative products based on the 
new Standard & Poor’s Mid- 
Cap 400 Index. 

On February 13, the CHE 
will offer fttfar — said options 
on futures and the American 
Stock Exchange will begin 
trading options cm the S&P 
MidCap 400. 

Introduced by Standard & 
Poor’s last year, the nidnap 
Index Is composed of 400 com¬ 
panies with a medtan capital¬ 
isation of 8754m and total 
market value of about $425bo. 
To date. Investors have 
indexed almost S3bn in assets 
to the S&P MidCap 400. 

Both exchanges were 
granted exclusive licences to 
trade derivative instruments 
on the MidCap index last Sep¬ 
tember. 


Treasuries buoyed by 
State of Union address 


By Patrick Harverson In New York and Sara Webb in London 


T HE decision by ABSA 
and Bankorp to merge, 
forming a giant South 
African bank with assets of 
over R80bn ($28.7bn), brings to 
a head an important shake -out 
in the country’s banking sec¬ 
tor, whose ramifications will 
affect the entire sector and per 
haps beyond. 

The deal has been welcomed 
because it removes Bankorp, 
the weakest of the big five 
banks in Sooth Africa, from 
the sector without making 
ABSA excessively powerful 
However, ABSA is only 10 
months old, the product of a 
complicated merger last year 
between United, Allied, Volks- 
kas and part of the Sage group, 
and there are question marks 
over whether this earlier deal 
has settled down well enough 
to justify taking over Bankorp, 
a banking group with its fair 
share of troubles. 

For instance, Mr Alan 
McConnochle, banking analyst 
at Ed Hem, Rudolph, the stock¬ 
broker, says he believes that 
Allied's operations have been 
well integrated into ABSA But 
he questions whether the 
rationalisation of Volkskas's 
operations into the group has 
has even started. 

However, he notes three rea¬ 
sons which e xp l ai n the timing 
of the deal: the availability of a 
large assessed tax loss at Ban¬ 
korp; a better product mix 
which the deal gives; and the 
fact that it takes the pressure 
off volume growth at a time 
when slow South African 
money supply growth is put¬ 
ting banks under pressure. 

While the latest deal may 
cause ABSA difficulties in 
absorbing all its disparate 
parts, there is no doubt it 
leaves the industry in a health¬ 
ier state. Volkskas and Ban¬ 
korp were always lame docks 
in the sector, ripe for the pick¬ 


ing when stricter capital ade¬ 
quacy requirements and the 
need to make expensive com¬ 
puter hardware pay through 
high volumes brought pres¬ 
sures for rationalisation. 

Farther rationalisation in 
the South African hanking sec¬ 
tor among the larger players, 
at least in the short term, is 
seen as now unlikely. 

While competitors will corn- 


market wartinr this week that 
when Stanbic got wind of the 
deal, it went to the Reserve 
Bank of South Africa and 
sought to have it stopped. The 
Competition Board, however, 
has given the deal the 
go-ahead, and there does not 
seem much reason to dispute 
its reasoning. 

Mr Richard Jesse, banking 
analyst at Martin and Co, the 


Three reasons explain the timing of the 
deal: the availability of a large assessed 
tax loss at Bankorp; a better product mix 
the deal gives; and the fact that it takes 
the pressure off volume growth at a time 
when slow South African money supply 
growth is putting banks under pressure. 


fort themselves with the 
thought that ABSA will be 
heavily weighed down in the 
short term by merger baggage, 
they will not be so happy about 
the longer term. Mr McConno- 
chie says that if ABSA suc¬ 
ceeds In achieving cost ration¬ 
alisation through economies of 
scale, then it will be able to put 
a lot of pressure on competi¬ 
tors to get their costs down. 

Particularly upset by the 
merger will be Stanbic, which 
can no longer claim it Is the 
country’s top bank. When 
ABSA was formed, it overtook 
Stanbic in terms of assets - 
R53tm against Stanbufs R4fibn_ 
But Stanbic was still able to 
claim that it was larger in 
terms of shareholders' funds 
and by market capitalisation. 

This has now changed. 
ABSA’s shareholders' funds 
are RL4bn, against R3-3bn at 
Stanbic, while its market capi¬ 
talisation of R83bn compares 
with Stanbic's RSJXm. 

There were rumours in the 


stockbroker, says that the 
main effects of the deal. In 
terms of market share, are that 
it lifts ABSA from 15 to 32 per 
cent of the hire purchase mar¬ 
ket and from 11 to 31 per cent 
of the leasing market. It 
already had 32 per cent of the 
home loans market He notes 
that none of these figures 
could be described as excessive 
market concentration. 

The parties which have most 
to be pleased about are Sanlam 
and Sankorp which have 
ploughed large sums into Ban¬ 
korp, often by way of accepting 
scrip dividends in hen of cash 
to help the bank through its 
difficulties. 

Another market rumour was 
that an investigation of the 
Bankorp balance sheet, to coin¬ 
cide with the release of its 
December results, would reveal 
that the bank may have needed 
a further Rlbn capital injec¬ 
tion. This would have been an 
unacceptable prospect for San¬ 
korp, the industrial arm of the 
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IBM World Trade Corporation 

Latin America 

has allied with 

General Business Machines Corporation 

to market and service IBM products in 


Belize 
Costa Rica 
El Salvador 
Guatemala 
Honduras 
Nicaragua 
Panama 


Citibank, N.A. acted as financial advisor 
to IBM Latin America in this transaction. 


December, 1991 


CITIBANK* 


Sanlam group, which already I 
held 86 per cent of Bankorp’s 1 
equity. As a result of the 
ABSA/Bankorp merger, San-1 
lam’s stake drops to 21 per cent 
of the enlarged ABSA j 

Mr Jesse says the benefits 
ABSA receives from the deal | 
are clear: not only has it 
increased market share in the 
important leasing and hire pur¬ 
chase areas, where it was 
underweighted relative to its 
size, but the sheer size of the 
new group will confer consider¬ 
able economies of scale. 

Against this must be 
weighed the prospect of ABSA 
buckling under the strain of a 
second merger, not to mention 
possible problems it is picking 
up at Trust Rank , Bankorp’s 
retail arm. Although Mr Piet 
Liebenberg, Bankorp’s chair¬ 
man, has been sweeping a new 
broom through the group for 18 
months, analysts believe there 
remain numerous bad apples 
to be discovered. 

Mr Liebenberg lent support 
to this view in his most recent 
chairman’s statement when he 
commented pessimistically: 
“Fully restoring the profitabil¬ 
ity and professional manage¬ 
ment capabilities at all levels ; 
within tiie group. . . win still 
take several years to com¬ 
plete." 

ABSA is to some extent pro¬ 
tected here by a clause which 
says the Rl2bn price ABSA Is 
paying for all of Bankorp’s 
equity is suhject to a due dili¬ 
gence investigation stfil to he 
completed. 

One non-banking side of the 
deal raises the question, as yet 
unanswered, as to the coopera¬ 
tion between Sanlam and Rem¬ 
brandt, the two giants of Afri¬ 
kaans business which have not 
always been best of friends. 
Together they wield financial 
clout to rival the giant Anglo 
American group. 


Commission, the securities 
industry regulator, has 
approved the American Stock 
Exchange's use of the MidCap, 
and approval by the Commod¬ 
ity Futures Trading Commis¬ 
sion, the futures industry reg¬ 
ulator, is expected for the CHE 
on February 11. 

• The New York Commodity 
Exchange fifed an appheatira 
with the Commodity Futures 
Trading Commission to list 
Arturos mod ^p rifirnc on flitiires 
based on the Eurotop 100 

j wiiiwr- fl nmur matte Ho ap pltefl - 

tion after reaching an agree¬ 
ment with the European 
Options Exchange in Amster¬ 
dam, which trades and con¬ 
trols rights to the index. 

Adsteam and 
bankers agree 
refinancing deal 

ADSTEAM, the diversified 1 
industrial empire formerly 
controlled by Sydney-based 
corporate raider Mr John Spal- 
vins, has announced long- 
awaited agreement with its 
bankers for a refinancing 
package, writes Bruce Jacques. 

The package, which should 
stave off formal collapse by 
the three main group compa¬ 
nies, Adelaide Steamship, ; 
David Jones and Tooth and Co, i 
has been under negotiation 
since last year. 

It Involves total debts of 
about AfS.Sbn (US$ 2 bn) and 
will effectively delay interest 
payments until cash Is avail¬ 
able from operations. The 
agreement removes pressure 
for further asset sales and 
should ensure group compa¬ 
nies continue trading. 

The package may also facili¬ 
tate the refloat of the jointly 
controlled Woolworths 
operations, one of the coun¬ 
try’s most successful retailers. 


THE PRICE of US Treasury 
securities finned at both ends 
of the maturity range yester¬ 
day wwwnfag an unthrea- 
tening State of the Union 
speech by President George 
Bush. 

By midday, the benchmark 
30-year government bond was 


BONDS _ 

up & at 10454, yielding 7.640 per 
cent The two-year note was 
«Hghtiy firmer, up A at 99%, 
yielding 5.058 per cent 

After worrying that Mr Bush 
might announce extensive tax¬ 
cutting proposals in Ms Con¬ 
gress speech, bond investors 
were relieved that the mea¬ 
sures outlined were relatively 
modest The market was also 
buoyed by Mr Bush's claim 
that he wanted to stick to the 
1990 budget accord. Investors 
had feared big tax cots would 
increase the size of the deficit 
and push UP long-term Interest 
rates. 

The day’s only economic sta¬ 
tistics, fourth-quarter 1991 
gross domestic product (GDP), 
were too historical to have 
much of an Impact. The figures 
showed GDP rose 02 per cent 
in the filial quarter of last 
year, in line with market 
expectations. Over the full 
year, GDP contracted by 0.7 
percent 

■ ACTIVITY in the UK govern¬ 
ment bond market yesterday 
was dominated by the Bank at 
England’s auction of £L8bn of 
10-year gilts. 

The average accepted bid for 
the 9% per cent gflt due 2002 
was 102&, yielding 9.42 per 
cent, addle the lowest accepted 
bid was 102& yielding 9 A3 per 
cent. Bids amounted to 
£3.64bn, giving a bid-to-cover 
ratio of 2 JXL Traders said the 
demand was better than expec¬ 
ted, particularly from foreign 


investors keen cm buying the 
10-year sector. 

The Tjffe bund futures con¬ 
tract slipped from its opening 
of 97.20 to 97-17 while the 
benchmark 11% per cent gilt 
doe 2008/07 was unchanged on 
the day at 115ft- 

■ THE German government 
bond market feu as bond¬ 
holders took profits and 
switched out of short-dated 
bund issues. 

The market kicked off cm a 
fi r m note, taking its cue from 
the US Treasury bond market 
which was strong overnight. 

However, the Liffe bond 
futures contract lata: fell from 
its opening of 8£L55 to trade at 
8&36 by late afte rnoon , as trad- 
exs noted some switching out 
of short-dated issues on fears 
that Ge rman interest rates are 
Tflruly to remain high for «nniA 

time. Some of the money was 
switched into longer-dated 
bunds and Dutch government 
bonds. 

Hie announcement of west¬ 
ern German coat of living fig¬ 
ures also prompted some prof¬ 
it-taking. The cost of living 
was 06 per emit higher in Jan¬ 
uary and was up 4^) per cod 


cm January 199L ,_ , 

The Dutch Ministry ol 
- Finance dosed its latest offer¬ 
ing of the 825 per cent 15-year 
tap issue after raising FI 5;5bn- 
The Finance Ministry said the 
average price of the 15 -year 
bonds in the offering was 99.58 
with a yield of 820 per cent 

B JAPANESE government 
bonds ended firmer, taking 
their lead from the strength or 
the US Treasury brad market. 

The yield on the benchmark 
No 129 bond moved from its 
opening level of525 pe r cent to 
close at 523 per cent, despite a 
rise in short-term int erest 
rates. The rate on three-month 
certificates of deposit ros e to 
5^0 per cent from 527 per cent 
on Tuesday, while the unse¬ 
cured call money rate rose by 
A to SB per |>ant 
The Finance Ministry sold 
Y47L64bn <rf &5 per cent 10- 
year government bands at an 
average price of 10022 yielding 
5273 per cent Although a total 
of YBoObn oT the 10 -year issue 
was offered for sale, as usual 60 
per is pfanwH through the 
anflHnri white the remainder Is 
add through the underwriters' 
syndicate. 


BENCHMARK GOVERNMENT BONDS 
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New South Wales debt rating confirmed 


MOODY'S Investor Service, the 
US ratings agency, has con¬ 
firmed its AAA rating ra the 
debt of one Australian state 
but given a negative view on 
two others, writes Bruce Jac¬ 
ques. 

Government debt of Austra¬ 
lia's most populous state, New 
South Wales, baa retained Its 
AAA rating, with Moody’s cit¬ 


ing decisive action by the state 
government to counteract the 
negative budgetary effects of 
the country's economic down¬ 
turn. 

"The rating, agamy's jevfew 
has evaluated the impact of 
current negative trends on ft* 
state’s fiscal position and it 
concluded that these trends 
have not caused substantial 


medium tern damage to New 
South Wales’ creditworthi¬ 
ness," Moody's said. 

But the ratings agency has 
reduced its rating an the debt 
of the Western Australian 
'government' from AAA to AA1 
and it is also reviewing the 
AAi rating which Is few by 
the Sooth Australian govern¬ 
ment. 


FT/ISMA INTERNATIONAL BOND SERVICE 


Urtdinllw Wwt lainn o a a iol twnito tor lilcmhoro loon oOoqootoooooimo q r null- 

06. DOLLAR STRAIGHTS Imd M Bfhr YhM OTHER STRAIGHTS 

700 10W, 107V +V - - 

™ S JO# 4$ 

400 1061, 

joa iow, 

290 1UV 111 
150 KBV 


Platinum returns 
put brake on JCI 
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By Philip Gawllfi In Cape Town 


JOHANNESBURG Consoli¬ 
dated Investment (JCI), the 
South African mining house 
which controls the world’s 
largest platinum group, 
reported a 5 per cant Increase 
in attributable earnings in the 
six months to the end of 
December. 

Pre-tax profits increased to 
R176.4m (S63.4m) from Rl7L4m, 
and attributable earnings were 
up to Rl66-Lm from Rl58.4m. 
The vast bulk of this - 
8144.7m - came from invest¬ 
ment income, with RlG.8m 
attributable from operating 
subsidiaries and RI4.5m abnor¬ 
mal items. 

Equity accounted earning s 
were only 1 per cent up at 
R190Am following a drop in the 
shar e of retained earnings 
from associated companies to 
R24L5m from R30.7m. This was 
the result of lower 1991 earn¬ 
ings from Rustenburg Plati¬ 
num, the world's largest plati¬ 
num producer. This offset the 
gains which JCI received from 


Rusplats's higher 1991 divi¬ 
dends, reflected in the invest¬ 
ment income, and the abnor¬ 
mal Item which was the result 
of Rusplats paying a one-off 
dividend in specie. 

Apart from the perfor mance 
of Rnsplats, earnings were hit 
by ferrochrome producer CMI 
passing its dividend, a reflec¬ 
tion of the difficult state of 
world markets, and modest 
earnings from some of JCTs 
industrial interests which 
include large stakes in South 
African Breweries, Premier 
Group, Argus and Times 
Media. 

The outlook for the second 

hflVF is that, w n -nlnp will pr08- 
bly be below 1991 levels. Rus¬ 
plats cut its interim dividend 
by 30 per cent last weak and 
there is not sign yet of recov¬ 
ery in the world platinum and 
rhodium price. 

Earnin gs per share rose to 
113 cents from 107 cents, and 
the dividend was maintained 
at 42 cents. 
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USF&G reduces net loss 
for full year to $179m 


By Karen Zagor in New York 

USF&G, whose property/ 
casualty operations rank about 
13th in premium volume, haw 
turned in a fourth-quarter loss 
of $4Qm. or 62 cents a share, 
reflecting the difficulties faced 
by many US insurers in 1991. 

The loss compares with a 
fourth-quarter deficit of SSlOm, 
or $7.32 a share, in 1990. The 
1991 figures include one-time 
gains of $16m, more than offset 
by one-time charges of $50m. 
Revenues eased to $l.Q2bn 
from $i.i7bn. 

The company cut its fourth- 
quarter operating lass to 57m, 
or 23 cents, from 5113m, or 
51.40, in the previous year. 


For the full year, USF&G’s 
net loss was $179m, or 38 cents 
a share, on revenues of $4.l3bn 
compared with a deficit of 
$568m, or $LB2. on revenues of 
S4L53bn In 1990. 

USF&G said it had met its 
1991 objective of strengthening 
its balance sheet, cutting costs 
and sharpening its business 
focus. 

Mr Norman Blake, chairman 
and chief executive, said the 
performance of the proper¬ 
ty/casualty offshoot was partic¬ 
ularly encouraging. "Us fourth 
quarter 1991 operating income 
of $l?m was the best since the 
second quarter of 1990." 
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. . INTERNATIONAL CAPITAL MARKETS 

EIB raises Ecu500m in Securities A n upheave 
issue of floating-rate notes ^chard waters on the 
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ByTwC°rriO*n 

3 THE ^European Investment 
Bar*, yesterday, raised 
’BeoSOOmni floating-rate notes, 

1 V- viiih its third issue structured 
-:'^{&abkici trade — that is. with 
ri joittr-ifees and without an - 

iflTERNATlONAL 
/ BONOS 

“ iodsn^iting group - so Jar 
~r. - ' 

■■-rThe'wal was considered 
_, s^ressiSB^-priced. at a dig 
--.scanted-' margin of 58 basis 
v/notate below the London inter- 
> -b»ds.afEered rate (Libor). In 

- adffitica the BUB once again 
' smeered H tiip fees for both the 

• ■ thrw-'teid: underwriters and 

the sm! ri&Jggmiip. 

However; EZB paper is 

• exempt from withholding tax 
'■ tor Uaflan-investors, so the 

danaBd-iiarHbe offering was 
concentred in Italy. Most 
dscdenr :ndd the issue would 
have-to ’jaBy almost solely on 
.. The HaBan 

effort wiH/have to he very 

- strong, because it takes a story 
to sell paper at this level,” one 

• syndicate manag er -Raid 

.An outstanding issue of 

- nine-year-^ EIB floating-rate 
notes 1 b currently trading at 
about 51 basis points under 
Lfeo&JSCisever, that paper is 

.hading at about a 2-point pre- 
Hflsta to par, a deterrent for 
•'^ sonie tavBStors. 

■ There were also some 
reports of demand from money- 


market funds. Short-term rates 
in the Ecu market are cur¬ 
rently high compared with 
other markets, and with the 
rest of the Ecu yield curve. Six- 
month Libor currently stands 
at about 10 % per cent, while 
the UK’s recently issued Trea¬ 
sury notes are yielding about 
8% per cent 

Als o in the Ecu market, 
KFW International Finance 
launched a successful Ecu250m 
five-year deal, arranged by 

The first phase in the 
privatisation of the Portu¬ 
guese state oil company 
Petrogal was anno un ce d yes¬ 
terday, AP-DJ reports. 

Some 24m shares win be 
sold in the first phase sale, 
19m from a new issue awn 
5m from a sale of govern¬ 
ment held stock. 

French oil company Total, 
Italy's Agtp Petroii and Du 
Pont de Nemours of the US 
are expected to submit bids 
in association with local 
investors. 

Shares offered in the first 
phase will have a base price 
of Esl,700 escudos, or about 
$12.4 a share. Government 
sources said the first phase 
sale was expected to raise at 
least Es4fljBhn. _ 

Deutsche Bank. The deal was 
considered, fairly-priced, and 
took away any bitter taste left 
by th e aggressive pricing of 
KFWs last deal, a $300m 15- 
year deal launched early this 


month. The Ecu deal met 
strong demand from German 
and Swiss retail investment, as 
well as from ins titutio nal play¬ 
ers. The deal dosed at 99.96 
hid, the level of its initial fi«»H 
reoffer price. 

Traders speculated the EIB’s 
FFr3bn 10-year offering of 
fixed-rate bonds, expected to be 
launched today, would also be 
structured as a block trade. 

Sources at the Bank of Italy 
denied reports that Italy is con¬ 
sidering la unching a FFr7 to 

FFrlQbn offering of long-dated 
bonds, and said Italy would not 
be tapping any offshore market 
in the “foreseeable future”. 
But, banks continue to present 
the Italian authorities with i 
proposals for long-dated trans -1 
actions In both French francs 
and Ecu. | 

In the dollar sector, Teiecom- 
munlcacoes de Sao Paolo 
(Telesp) launched a $100m 
three-year deal, puttable after i 
two years, via Banque Indo- 
suez. The deal met strong 
demand, particularly from 
retail investors, encouraged by 
a hefty 650 basis paint yield 
spread (to the put option). 
Telesp is an operating subsid¬ 
iary of Telebras, the Brazilian 
telecommunications utility, 
which paved the way with a 
deal last year. 

Also in the dollar sector, two 
fixed/floatmg-rate offerings for 
Mitsubishi Bank and Long- 
Term Credit Bank were target- 
ted at Japanese investors. 


NEW INTERNATIONAL BOND ISSUES 


Fees Book runmr 

LTCB Inti. 

(e) Banque Indaetwz 
2 Vi h Yamaidri Int. (Europe) 
2/1 Mlts'ohl Finance Inti. 

2/1 Hambroa Bank _ 

UBS 

1 V 1*4 DeutsctMBk.Cap.Mkis. 
1%/llt SBC 


US DOLLARS 

LWfl Term Crafflt BJlFI nancett 120 (b) 101-55 2002 - LTCB Inti. 

-•Ttaraiiunfcacoea d-S. Paoto(c)t 100 10 05.44 1006 (c) Banque Indoeuez 

Optic DaHcM Oenkufa)* 100 3^ 100 1996 2Vi *2 Yamalchl fnt. (Europe) 

MBE Finance Nv(dfrt _50_(d)_ 102 2002 2/13» MlWuhl Finance Inti- _ 

MtSTBAUAM DOLLARS 

BNPWt _100_ loh 101.7 19B8 2 / 1 fr Hambroa Bank _ 

'ecu: 

European Investment Bk4t 500 (e) (a) 20 Q 2 UBS 

KFW kULFInanceMt ZSO bi 2 101.585 1997 1V^ DeutsctMBk.Cap.Mkis. 

0» at GottMnburB(f)t _GO_ 9>a 103.125 1987 1%/lV SBC _ 

VBt 

Canon lnc(a)t 20bn 5SS 101 >2 1997 - Daiwa Europe 

Canon lnc(a)t _2Gta_ sa 1D1V 1086 - Yamalchl lntl.(Europe) 

SWEDISH KROHOR 

Deotncha BfcJlnance(fl)t _800_ 10 ^ 101 S 1907 IVlfr Deutsche Blc.Cap.Mkta. 

. MrPrtvata placement ^Convertible. *Wlth equity warrants. Wasting rale note. tFTnai terms, a) Non-eallabla. b) Coupon pays 
lor first 3 years B month Ubor ptua EObp.Thon pays O^lfc- call after 3 years at 100 %. c) Coupon payable saml-annuany. Put 
option after 2 years at 07_57_Fee« h selling, d) Callable 21/2/1096 at par. Coupon pays for first 3 years 6 month Ubor plus 
fiObp then pays9% thereafter, e) Coupon pays 6 month Ubor minus %K. Fixed reciter at 00.725. Call option on 18/2/03 than 
annually th erea ft e r at 100. I) Fungible bringing issue size to 150m Ecu. Nan-callable, g) Amount Increased from 500m. 
Non-caJIable. ' ' . 


- Daiwa Europe 

- Yamalchl I ml.(Europe) 

IVlk Deutsche Bfc.Cap.Mkts. 


Securities 
industry 
capital rules 
move closer 

By Richard Waters 


INTERNATIONAL capital 
roles for the securities indus¬ 
try were agreed in principle 
yesterday as bank and securi¬ 
ties regulators met for the 
first time to seek a common 
worldwide framework. 

If adopted, the rules would 
mirror the Basle risk-weighted 
capital standards for banks, 
which were agreed In 1968 and 
come into force this year. 

After a meeting in Geneva, 
the regulators agreed a com¬ 
mon approach to the issue, 
although differences remain 
about the precise level of capi¬ 
tal securities businesses - if 
those owned by hanfcg, or non- 
bank firms - would have to 
provide to s u p p o r t their mar¬ 
ket expopms. 

In a joint statement, Mr 
Bichard Breeden, chairman of 
the technical committee of the 
International Organisation of 
Securities Commissions (Iosco) 
and Mr Gerald Corrigan, 
chairma n of the Basis Commit¬ 
tee on Banking Supervision, 
said differences between cur¬ 
rent capital rules applied to 
the securities and banking 
industries “create the risk of 
distortion of trading patterns 
and significantly varying lev¬ 
els of protection. . Tor firms 
from different countries 
against both local and global 
market volatility.” 

Regulators foiled to reach 
full agreement on the two 
most important outstanding 
issues - the ratio of subordi¬ 
nated debt to equity that can 
be applied for regulatory pur¬ 
poses and the amount of capi¬ 
tal needed to back equity 
risks. 

On the first, there was gen¬ 
eral agreement to a ratio of 
!L5:I - a level sought by secu¬ 
rities commissioners in the 
UK, US and elsewhere. Some 
banking supervisors continued 
to express concern at this i 
level. There was also “general 
consensus" on the equity risk 
question, though without dis¬ 
closing figures. It Is under¬ 
stood file agreement was for 
firms to provide capital equal 
to 8 per cent of their net posi¬ 
tions and 4 per cent of their 
gross positions - against the 
wishes of securities regulators, 
who had pushed for a lower 
percentage of gross positions. 


An upheaval waiting to happen 

Richard Waters on the London Stock Exchange’s delayed reforms 


T WO years ago, the Lon¬ 
don Stock Exchange - 
then called the Interna¬ 
tional Stock Exchange - 
seemed on the point of rapid 
transformation. 

Under new management, and 
with a new strategy agreed in 
outline, it seemed set for an 
upheaval to parallel the Big 
Bang reforms that had 
reshaped the City in 1986. 

Two years on, nothing has 
happened - ami the securities 
companies which are the 
exchange’s biggest customers 
are getting Impatient. The 
exchange seems no closer to 
achieving its original plan: to 
split its markets into two, 
creating a national, retail mar¬ 
ket for the UK and a wholesale 
one for all European stocks. 
Frustration has begun to turn 
to anger. 

An executive at one of the 
City's top securities compa¬ 
nies, who has been deeply 
involved in the stock 
exchange's work on its new 
strategy, says: "I just can’t 
understand why there isn't any 
progress. We've done all the 
hard work - why aren’t they 
putting it out?" 

Another, who also declined 
to be named, added-. “The strat¬ 
egy was accepted conceptually 
by the whole market {dace 18 
months ago. Mr Peter Rawlins 
[the exchange's chief execu¬ 
tive] has let this one slip, and 
has lost credibility because of 
iL" 

One person who is prepared 
to speak openly is Mr David 
Jones, manag in g director of 
Share link, a telephone-based 
retail broker which regularly 
handles more than 10 per cent 
of the trades in the UK market 
Mr Jones's proposals for a new 
retail stock market in the UK, 
separate from the stock 
exchange, were previously 
cold-shouldered by the 
exchange. “They led me and 
everybody else to believe that 
they would not only do it more 
effectively themselves, but also 
that they would do it quicker. 
Yet here we are, two years 
later, with no progress.” 

What has added to the frus¬ 
tration of these and other 

finanrial firing is that their 

contribution to the redevelop¬ 
ment of the exchange was com¬ 
pleted long ago. Two high-level 
committees of brokers, set up 
to advise the exchange’s staff, 
finished their work last 
aut umn, and expected a quick 
response from the authorities. 
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Tony Andrew* 

Peter Rawlings: Exchange on the point of transformation 


Since then, there has been a 
deathly silence. 

Three possible reasons are 
put forward for the delays. One 
is that upheavals among the 
exchange's staff has held back 
development and that the work 
will now be completed by a 
team of outside consultants 
from Andersen Consultants 
(Mr Rawlins is an Andersen- 
trained accountant). A fort¬ 
night ago, the exchange 
revealed that Andersen part¬ 
ners would henceforth hold 
key line management positions 
in the exchange, effectively 
providing a middle-manage¬ 
ment below Mr Rawlins and 
his fellow directors. 

That arrival of Andersen has 
awakened fears in the Industry 


that the exchange’s redevelop¬ 
ment has now fallen into the 
hands of technocrats, and pre¬ 
viously-agreed changes will be 
subject to amendment 

Mr Peter Hogarth, the 
exchange's director for trading 
markets (its secondary market 
activities) says such fears are 
misplaced. 

“They [Andersen] are not 
responsible for tbe business 
definition or requirements at 
all,” he said. “They are there to 
implement tbe answers, not to 
give them." 

He also played down fears 
that the arrival of Andersen 
signals an expensive, long-term 
overhaul of the exchange’s 
decrepit systems. All sides 
agree a new technological base 


for the market needs to be cre¬ 
ated, but the market's users do 
not want an expensive refiL 

The second reason put for¬ 
ward for the delays is that the 
exchange has failed completely 
to disentangle the two seg¬ 
ments of its new strategy, and 
so has become bogged down in 
finding ways for the retail and 
wholesale markets to stand 
side-by-side. 

“We need two completely 
separate structures,” said Mr 
Jones. "They need to be 
designed, managed and run 
separately, from separate bud¬ 
gets." 

A third possible reason has 
been the difficulty of overcom¬ 
ing entrenched interests in the 
market A good example is the 
position of market makers in 
the UK market (as opposed to 
Seaq International, London's 
successful international share 
market). At present, market 
makers in the UK market bene¬ 
fit from privileges such as the 
exclusive right to borrow stock 
to meet settlement obligations 
- something that gives them a 
considerable advantage over 
others. On the other hand, they 
suffer from the rule to publish 
details of all trades within 90 
minutes. They claim this 
exposes them to attack from 
other market-makers before 
they have a chance to unwind 
their positions, they claim. 

Market-makers on Seaq 
International find themselves 
in the opposite position. Trades 
are not published and there are 
no stock-borrowing privileges. 
The question for the exchange 
has been: how to migrate to a 
single European market, with 
UK as well as foreign stocks, 
without upsetting the market- 
makers on the one hand, or 
regulators on the other? 

An answer could be close. 
Discussions with market mak¬ 
ers and regulators have inten¬ 
sified recently. On February 27, 
tbe exchange’s board is 
(finally) due to be presented 
with the a proposal. 

If all goes as the exchange 
hopes, that will involve scrap¬ 
ping the trade publication rule 
for large bargains - a move 
which has met with resistance 
from the Office of Fair Trading 
and tbe Securities and Invest¬ 
ments Board. It will also mean 
tiie launch of a limited pilot 
scheme for a new “matching 
principle" scheme for trading 
small, illiquid stocks. 

Other changes will then be 
phased in. 


LONDON MARKET STATISTICS 
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FT-ACTUARIES SHARE INDICES 


e Dm Fhiwclal Urmb Ud 1992. Com pBad by tin Financ ial Times Ltd 
In ronfr w cMnn with tha Institute of Actuaries and tbs Faculty of Actuaries 


EQUITY QROUPS 
A SUB-SECTIONS 


Wednesday January 29 1992 


Hgnrs In parentheses show number of feder 
'stocks per section Bo. 

^ijovnAL GOODS a7U- 784.B7 

2 biltong Materials (23). W4.60 

-3 Contracting, Construction (29)......... 862.96 

4 Electricals (7). W6&.W 

5 Electronics (26). I74U1. 

6 Swfoeeftng-Aerospace 09. 33L06 

- 7 EflBlneeflBB-€eneral (43). 49288 

.0 Metals and Metal Fanning (10). 33L50 

9 Motors (13)_ 297.90 

ID Otker Industrial Materials (19)-1607.01 

21 CONSUMER GHBUP 088}-1649.42 

22 Brawn and Distillers (23).207130 

25 food Manufacturing OS)-...... 1244.15 

26 FMfHtetarang CL7J... 2534.26 

» Health and HocattoU (24).1495.71 

29 HdtefeafldlefcBret24)..124633 

30 Media GO).....-. 1482.60 

31 Fhdao>aBtAtoer& Printing07).75623 

34 Sbm{S2) __ 1016.80 

3BT«tte OO)........ 606.97 

AO OTHER GROUPS 025)-1205.90 

41 ButinesrSNvfces (16>. 1363.08 

42 QwdIoIsQU^.-.147238 

43 Conglomerates Q.1).127L71 

44 Q4). 2406.85 

45 Etertrtdtyau_120430 

46 7elepfe«wl««»oris(4)—..1378.42 

47 WatotUB- ...-. 2361.80 

& Mtototteous (23) 1- 1BZ039 

« paurnawL group (481)-ggMg 

si QIIAGirtMa.-:-.:-. 2173.61 

.59 5088IMREniBBt CHH0_1369.89 

M naMRni.Gimup(8n- 728,89 

62 Bantam^ ^ 87366 

65 Insurance {Life) (6). 1429.45 

66ta«naiwTC«iWSltd(7).-.. 514.81 

-W j®wak*fflnsfed OO).—.-.- 100403 

MMenteaEBanlsfT)... 466A5 

...- 796.11 

Ifi Ottw WNM 0.4)... 239.72 


EO. Cros Eft. 

Earninip Dhr. P/E 

Days YlrW% Ratio 

Change OiaxJ (Ad at Wet) 

% (25%) 


Toe 

Moa 

Frl 

Year 

Jw 

Jan 

Jw 

ago 

28 

27 

24 

(approx) 

Index 

Wex 

hrfex 

Mu 

No. 

No. 

No- 

Ns. 


032 78865 78261 77330 71531 

0.44 95430 946.46 93136 98363 

0.00 86962 867.89 899J4 1089.95 

060 2462.96 2467.95 245360 191430 

1.00 175065 173664 172433 157630 

0.74 33464 323.22 32634 38938 

0.92 49L72 48639 48368 34834 

kOO 330.93 332.93 32663 408.77 

0.00 301.97 30063 294.43 27936 


RISES AND FALLS YESTERDAY 


BrftMi Funds-.-. 

Other Fixed Interest.... 

Commercial, Industrial-----. 

Financial & Property-.-... 

Oil & Gas........ 

Plantations...... 

Mines...... 

Others.—.......................... 


TRADED OPTIONS 


LONDON RECENT ISSUES 


EQUITIES 


-0.7 

7.49 520 15.89 0^9 161853 1615.94 1589.72 12S0D0 

tone 

Aifid Latest 
FaU Rum 
W Oab 

1991/92 Back C 

Hlgfe Lw 

-<U 

7.0b 3J3 17.44 L80 165L70 164253 162L84 1225.75 
8.04 3.42 1509 7.92 207L71 205106 2045.26 1546.60 

Pike 

40 2 

8.67 4.08 14J6 2JI 12CL65 1226.67 1216.42 1054.74 

- 

F.P. - 

71 49 5TPWarrants 1995/96... 


039 2527-99 25U.41 245330 237L21 
0.88 4500.08 4482.92 439436 26U.98 
0.07 126067 126033 125637 112132 
L22 1484.77 148432 146939 120763 
0J22 75564 750.05 744 CB 508.00 
0.23 1022L20 101866 100239 78567 
0.00 609J2 61069 608.99 39905 
6.09 1208.95 120433 U8962 1025.76 

0.00 137569 139437 137166 94139 

0.44 147531 1472.75 1C263 1082.97 

3.11 129769 1319.72 130560 130960 

2.46 240296 239764 239269 180214 

1530 119566 1168.75 115010 107868 

15.96 1385-25 1374.41 1356J8 117612 

0.00 2334.78 230876 225313 237634 

0.95 1818.74 181433 179BJ6 159029 

288 1293,42 1286-SI 127061 1034.83 

801 217619 216833 21611)9 215233 

3.28 137292 136565 135033 113276 

013 730.87 728J7 72214 71132 

0.00 87733 87242 86817 75926 

060 1414,23 143051 1413.93 1309.46 

0.00 51690 51460 505.18 61917 

160 102553 1JB135 1017.20 909.47 

0.00 46619 46220 46123 34L98 

0.44 79930 79274 78335 951.71 


(INDEX (655). 


r-SElto WARE INDEX*. 


tads Day's 
Wo. Pa** 
254631 -56 


mi 7.45 11 M 0.00 239.64 23826 239.01 24155 

~T~~ 3.63 - L66 1194.98 1186.94 117333 98232 

- AJB 8 - 256 1219.99 1213.90 120051 162819 

Days Days Jan Jan Jan Jan Jaa Year 

Hqbla) Loath) 28 27 24 Z3__ 22 *¥* 
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UK COMPANY NEWS 


Gardiner’s £6m falls short of expectations 


By Peggy Hollfnger 

GARDINER, which claims to 
be the world's largest indepen¬ 
dent distributor of security 
products, yesterday announced 
the departure of its finance 
director as it revealed pre-tax 
profits of fiflm — well below 
City expectations. 

The shares tumbled 22 per 
cent to 42p following the 
announcement 

Analysts, expecting profits of 
between £7m and £8m, were 
surprised by the difference in 
the actual results, which 
appeared to stem from an error 

l£ ralrailating marg his during 

the final quarter, as well as 
recessionary factors. 

“We established in mid-Janu¬ 
ary that our accounts were 
based on some over-optimistic 
assumptions," said Mr Yasbar 


Huntingdon 
dips 12% in 
first quarter 

By Roland Rudd 

Huntingdon International 
Holdings, life sciences and 
engineering services group, 
reported a 12 per cent fall In 
pre-tax profits in its first quar¬ 
ter for the year to September. 

Mr David Morgan, business 
de velopm ent manager, said the 
decline, from £4.07m to £&58m, 
was the result of the continu¬ 
ing recession in the US, where i 
over 67 per cent of sales were ; 
generated. Turnover increased - 
from £28.4m to £31m. 1 

However, Mr Morgan said 
the new US regulations would 
help it penetrate the environ¬ 
mental services market 

The recently agreed acquisi¬ 
tion of Travers Morgan had 
cost the group £6m in cash and 
a further £6m in shares. Mr 
Morgan said the reorganisation 
of the company, specialising in 
road, bridge and famnri design, 
would be completed after the 
group’s second quarter. 

Earnings per share were 
O.Q29p (Q 033p) and per ADR 
were 26.7 cents (30.6 cents). 


Anglo Irish rights 

Anglo Irish Bank Corporation's 
rights issue has attracted 
acceptances in respect of 
55-29m new ordinary shares 
(9L9 per cent). The remaining 
4£9m shares were sold in the 
market at 47p each, a lp pre¬ 
mium over the issue price. 


Turgut, managing director. 

Mr Ian Nellist, who had been 
with Gardiner tor three years, 
resigned by mutual consent, 
said Mr Turgut 

He will assume the finance 
director's responsibilities until 
a suitable replacement can be 
found. 

The decline in the share 
price cast a shadow over the 
actual 15.6 per cent increase in 
profits and the 15.5 per cent 
rise in the dividend to l.3p. 
Turnover rose by 46 per cent to 
£60.6m. 

Mr Turgut said that Europe 
had provided the strongest 
growth with sales up 22 per 
cent, excluding acquisitions. 

The UK. however, had been 
hard pressed during the reces¬ 
sion, with comparable sales up 


just 2 per cent Gardiner took a 
£400,000 provision - the first 
since 1985 - for bad debts in 
the UK. Mr Turgut warned 
that the core HE intruder busi¬ 
ness “continues to be unpre¬ 
dictable". Britain accounts for 
some 55 per cent of group 
rhIpr, 

On the brighter side, the 
closed circuit television divi¬ 
sion experienced above aver¬ 
age growth. The acquisition of 
Multi-Video in June for £6m 
had brought Gar diner into the 
higher specification end of the 
market, Mr Turgut said. 

“It is the high technology-led 
sectors of the security indus¬ 
try, in particular CCTV, which 
have the most exciting poten¬ 
tial," said Mr Turgut. The 
group Is introducing CCTV 


operations into each of its 
European subsidiaries. 

During the year Gardiner 
also bought AW Alarm 
Systems of Denmark for 
£i.6m. 

Debt at the year-end was 
£5.im, while gearing had ftillen 
from 80 per cent to 26 per cent. 
However, interest payments 
were only slightly lower at 
£l.48m (£l.53m). 

Ramlng s per share tumbled 
from 5.07p to 4_2£p, partly due 

to the effects of the group’s 
£ 10 . 6 m rights issue during the 
year. 

• COMMENT 

Had Gardiner warned in Sep¬ 
tember that profits would not 
meet expectations, there would 
be a few happier analysts in 


the City. But had the company 
been aware of tbe error on 
gross margins, it might have 
been able to act earlier. As it 
Is, investors will be watching 
closely to see if the 5 per cent 
price rise implemented in Jan¬ 
uary will stick. The shares are 
likely to languish under the 
loss of credibility until the 
next set of results. The impor¬ 
tant thing to remember is the 
basic strength of the business. 
Gardiner would appear to be 
the main, if not only, security 
products distributor in Europe, 
so there is plenty of growth left 
there. CCTV should bolster a 
depressed UK Forecasts range 
at about the £7m mark. The 
prospective p/e of over 10 looks 
cheap for a basically sound 
company. 


Fleming Income coming to main market 


Allied 
Textile 
declines 
to £13.2m 

By Dante! Green 

FALLING PROPERTY prices 
last year prompted Allied Tex¬ 
tile Companies to suspend 
property sales and led to a 
decline, from £l3.7m to 
213.2m. in pre-tax profits. 

Problems in its financial 
activities were in contrast to 
the textile side, which contrib¬ 
uted £8-5m (£&3m) despite a 
fall In wool values which left 
overall turnover for the year 
to September 30 slightly lower 
at £lliL2m (£115_3m). 

"Current trading remains 
extremely difficult,” said Mr 
John Corrin, chief executive. 
“It will be hard to match 
1991’s profit this year. We will 
continue to rationalise as nec- 


By Philip Coggan, Personal Finance Editor 


FLEMING INCOME and 
Capital Investment Trust is 
joining the main market via an 
offer for subscription which 
could raise op to £250m. 

Like many other recent 
investment trust issues, the 
trust has a split capital struc¬ 
ture and is linked to a personal 
equity plan. Investors will be 
able to place a full £6,000 of 
shares into a Pep in respect of 
each of the 1991-92 and 1992-93 
tax years. Returns from a Pep 
are free of both income and 
capital gains tax. 

The trust has two classes of 
share: zero dividend and ordi¬ 
nary income. The former, 
which are bring placed at 30p, 
will have an entitlement to be 
repaid at 85-2p when the trust 
Is wound up in 2002. This is 
equivalent to a gross redemp¬ 
tion yield of 11 per cent 

The initial net assets of the 
company, after expenses, are 


expected to cover 112 per cent 
of the final capital entitlement 
of the zero shareholders. 

The ordinary income shares 
will be entitled to ail the 
Income of tbe trust but will 
only be repaid after the enti¬ 
tlements of the zero sharehold¬ 
ers have been met in full. 

Tbe forecast gross dividend 
yield on the ordinary income 
shares Is 9 per cent. Dividends 
will be paid quarterly. The 
compound rate of growth of 
assets needed for the ordinary 
income shares to be redeemed 
at the issue price in 2002 is 5.2 
per cent 

The trust will invest in UK 
shares and wifi aim for a yield 
one third higher than that on 
the FT-Actuaries All-Share 
Index. That Implies a gross div¬ 
idend yield on the portfolio of 
6.6 per cent 

Private shareholders can 
apply for the ordinary income 


shares at 70p, or a packaged 
itnih of ordinary income and 
zero shares at lOOp, which wifi 
yield 6.3 per cent They will not 
be able to apply for the zeroes 
directly. These will be placed 
with institutions. 

Commissions of 3 per cent 
are being paid to independent 
frnflnrTfli advisers who sell the 
trust so the expenses, like 
those on last year’s M&G Issue, 
are high for an investment 
trust offer. If the trust raises 
£100m, expenses will absorb 4J3 
per cent of the proceeds. 

Applications are invited by 

February 24 for a mtnrmnm of 
1,000 units or 1,500 ordinary 
income shares. The offer, 
which is not underwritten, will 
not proceed unless £30m is 
raised. 

• COMMENT 

The investment trust market¬ 
ing spree rumbles on. with an - 


extra selling device being the 
prospect of a Labour govern¬ 
ment. The attractions of offers 
like this is tTiat jf all goes well, 
a private investor placing the 
ordinary income shares in a 
Pep can earn a tax-free yield of 
9 per cent; the equivalent gross 
yield for a top rate taxpayer is 
15 per cent Of course, the risk 
is that the ordinary Income 
shares might not be repaid at 
the issue price, especially as 
the managers will not be able 
to buy exclusively blue chips if 
they are aiming for a portfolio 
yield of 6.6 per cent. As so 
often with these trusts, the 
zeroes, which are well covered, 
look the best deal but private 
investors can only buy them as 
part of the package. What with 
this offer, and the M&G Recov¬ 
ery Trust being advertised on 
TV, we will soon discover 
whether the industry has 
swamped investor demand. 


Seeboard moves Into gas supply I Babcock Prebon £49m deficiency 


By David Lascelles, Resources Editor 


Seeboard, the electricity 
distributor serving the south¬ 
east of the UK, is to go into the 
gas supply business. 

It has set up a joint venture. 
Southern Gas, in which it will 
hold a 75 per cent stake, the 
rest bring owned by Utflicorp, 
the US gas and electricity util¬ 
ity based in Kansas City. 

The venture will purchase 
gas from United Gas, another 


UK subsidiary of UtiliCorp, and 
supply it to large gas consum¬ 
ers via British Gas pipelines 
starting in March. 

Seeboard said the move 
would enable it to provide a 
more comprehensive energy 
service to customers. It 
intended to expand the service 
as UK regulations were eased. 

The deal Is the fourth of its 
fcfad for UtiliCorp. 


By Jane Fuller 

Babcock Prebon, a financial 
services group that went into 
receivership in September 
owing £50m to its banks, has 
been compulsorily wound up in 
the High Court with a net defi¬ 
ciency of frKftn. 

Cork Gully, the receivers, 
sold the main trading busi¬ 
nesses to management as soon 
as they were called In by Sam¬ 
uel Montagu, 


Babcock Prebon’s demise 
was blamed on its high debt, 
recession and substantial 
rental commitments on four 
properties it vacated to move 
into new offices in Broadgate. 

In August it announced 
losses of £8£m for the first six 
months of the year, after £30m 
losses in the previous 18 
months. 


Closing businesses In 1991 
led to an e x tra o rdinary charge 
Of £377,000 (£644,000). 

“We reduced staff by 290 
and closed six textiles sites," 
said Mr Corrin. The company 

now employs 2,220 people. 

Earnings per share fell by 
L4p to 31.7p as tbe company 
issued more shares through 
employee share option 
schemes. 

The final dividend is 
increased by 0.2p to 7.9p, mak¬ 
ing a total of 12L3p (12p). 

Tbe company has net cash of 
£17m and Mr Corrin said there 
was “no question of the divi¬ 
dend bring cut” 

A change in accounting 
practice, the valuing of fixed 
assets, largely listed invest¬ 
ments, at market prices rather 
than original cost, contributed 
to a 51 per cent jump in fixed 
assets to £37.7m. 

Brent Walker sells 
Le Touquet assets 

Brent Walker yesterday 
announced the disposal, for 
£16.4m, of its hotel, golf 
courses, property and other 
interests at Le Touquet, 
France. Contracts have also 
been exchanged with Hr John 
Aspinall and Mr James 
Osborne for the Casino Du 
Palais, Le Touquet, for esm. 

Mr Nicholas Ward, group 
managing director, said the 
two transactions resulted in 
the payment of aH its French 
borrowings. 




Alan Bowkett: will invest Stl.lm in the company ‘ 


Berisford 
chief for ] 

By Peggy HoMnger 


BERISFORD, the commodities 
and property group which nar¬ 
rowly escaped liquidation 
through an lB-montb-Jong sale 
of assets, yesterday moved one 
step closer to rebuilding its 
business with the appointment 
of Mr Alan Bowkett as chief 

Mr Bowkett replaces Mr 
Murray Stewart, who directed 
the company's disposal pro¬ 
gramme and cut debt from 
£L2bn to the current net cadi 
position of n&n. The biggest 
sale was British Sugar in 1990 
for £800ul 

Berisford is now little mote 
than a shell, with a UK prop¬ 
erty portfolio worth £57m, 
some moan agribusinesses in 
California and a 45 per cent 
stake in Rayxur Coffee Interna¬ 
tional, the loss-making coffee 
trading group. 

Mr Bowkett said his first 
task would be to sort out RCL 
“In the next six months I want 
to resolve that problem [and] 
turn [It] into a profitable situa¬ 
tion for shareholders.’* That 
could mean either retaining or 
reducing the stake. 


ne# 


Once RCIwas dealt Wtth, Mr 
Bowkett said be wooJd begin 
building s core business, 
funded by further asset rates 
or perhaps rights issues. None 
of the existing. operations 
would be suitable. 

“We are looking; for a frag* 
mented market where in can 
put units together.* Mr Bowk¬ 
ett said. He added be would be 
looking in the services and 

^■w i hM u r l n g ' WWW: 

Tbe property division was 
not part or Berlsford's 
long-term plans, said Mr Bowk¬ 
ett. “Over the next few years 
we will either liquidate at ft 
profit or look at some form of 
joint venture." ' 

Mr Bowkett, who wifi invest 
fiLlm in Berisford in retumfor 
a L2 per cent stake, was for¬ 
mer chief executive of United 
Precision Industries, sold to 
NSK of Japan for £210m In 
1990, and managing director of 
Boulton & Paul, where profits 
doubled in two years. 

Berisford shares moved up 
8 p to 20 p on yesterday's 
annonnoamanL 

See Observer 
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THE TOP PERFORMER 
IN 1991 WITH 227.42* 
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*Lotin American Investment Trust came 1st out of 
254 in the 1991 Micropal survey of investment 
trusts, based on the value of £100 over 12 months 
to 31st December ; shares measured on mid¬ 
market prices with income reinvested 

Launched in July 1990 to take advantage of the 
enormous investment potential of this dynamic 
region, Latin American Investment Trust leads the 
field. 


The investment managers are Latin American 
Securities Limited, part of the Foreign & Colonial 
Group, and their investment skills are available to both 
institutional investors and to individuals through the 
Private Investor Plan. 

To obtain further information please complete and post the 
coupon below. 


Trevor Hnmphrtea 

Sir Simon Hornby, chairman (left), and Sir Malcolm Field, group manag in g director 

WH Smith sees CDs as growth area 


FORTUNES were rather mixed at WH Smith, 
which saw buoyant sales in its high street book¬ 
stores countered by a sluggish performance at 
its Our Price Records stores, where turnover 
was hurt by the downturn in recorded music 
sales. Although the drop there was due in part 
to the recession, there was nevertheless a 

marked improvement in music sales over the 
Christmas period, which was not such a profit¬ 
able time for the book business. 

Sir Simon Hornby, chairman, expressed opti¬ 
mism that with CD penetration in the UK only 
at 31 per cent, the prospects were bright for 
growth In recorded music sales. There was still 
some resistance to the high price of CDs, bat 
moves were being taken to Introduce lower 
price ranges, which should help stimulate sates. 


INSEAD 


Sir Simon said that the deal agreed with Vir¬ 
gin Group in September, whereby WH Smith 
would buy a 50 per cent stake in Virgin’s retail¬ 
ing operations, was close to being finalised. 

The Virgin megastore format complements 
that of the typical Our Price Records store,, 
which tends to have considerably less floor 
space than the 10,000 sq ft of a typical Virgin 
megastore. 

Tbe group has similarly rosy visions for its 
DIY joint venture with Boots, which has been 
battered by the severe price cutting of its princi¬ 
pal competitors. 

The product range has been substantially 
improved. Sir Simon contends, and Do It All Is 
set to become the number two DIY business in 
the UK. 



pg LATIN AMERICAN 

SECURITIES LIMITED 

(Member of lAfRO) 




lalin American Securities limitm! Is a 
Joint venture between Foreign & 

Coicmial Management Limited ana 
Banco do huvsttmentos Garantid in 
Saa Paulo. 


future returns. 7 Sc value qf s h ares and 

tbe income from them may go doom at 
t tea as up. 

Investors may not get back the amount 
invested. Tbe stocbntarbHs anil 

currencies Of Lain American countries 

can be extreme (jr ndattle. No tnuattor 
should invest unless be or she is 
prepared to accept a trigb degree qfrisb. 


Latin American Securities Limited. Exchange House. Primrose Street, London EC2A 2NY 
TcL 071-62812M. Pax 07l-6J82281,Tetec 915692 LASL 
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Better by performance 


Banking: facing the challenges - 
taking the risks - improving the bdds 

Two complementary programme!, for wnior managers from around the work! in the hanking domain 

Risk Management in Banking 

131 MAY-6 JUNE 1992) 

» A comprehensive overview of the many sources of risk faring banks, on and off the baW ' 
r Recent developments in risk management techniques 

Strategic Management in Banking 

(26 APRU.-S May 199?) 

| Profit ccntrc nuna S t:nM - m and the Integrative n»le or iwi liability management (ALM1 . 1 -! '* 

» Capital market development, strategic positioning and organisation 

I Marketing and technology to aiidiur a cu»tomer base 

for more information on the«-or other programniCT, please contact: 

Fax; h +33 ™ 
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BPCC pensioners 
tbankfUi for their 
timely escape 


UK COMPANY NEWS 


The ass brays over the silence of the lamb 

Robert Rice on Kevin Maxwell’s lost appeal for privilege against self-incrimination 
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Neariy-SIfiOm owed to the 
SP^penstoaecteine was suc¬ 
cessfully transferred to the 
toi inlale ; September and 
eaHy October last year. The 
laomSj arrived aafriy at the 
very tUne when the Maxwell 
empire wri under its most 
ertreme financial stress and 
when, it ia bow known, many 
millions woe missing from 
other MaxsfeJL pension funds. 

Thader the . buy-out agree¬ 
ment an Initial £3Qm went into 
to BPGC pension fund and a 
further £97m was due last 
arrimin. When ihe money was 
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several weeks late Mr Hol- 
loran, who is chairman of the 
BPCC pension fund, contacted 
Mr Maxwell and £50m arrived 
in late September while the 
balance was paid in early Octo¬ 
ber. 

"All our pension money has 
been paid over. It's virtually all 
in alpha shares, cash or gilts," 
says Mr Holloran, who adds 
that considerably less than 
dm Is in Mirror Group News¬ 
papers or MCC shares. 

MCC’s stake in BPCC, which 
started out at 19.9 per cent in 
1989, has now fallen to 14 per 
cent because rights were not 
taken up. 

Ur Holloran said that the 
collapse of the Maxwell empire 
has not affected the BPCC 
business in any way apart 
from the irritation of having to 
deal with constant rumours 
and questions. 

The recession has hit the 
printing business hard but Mr 
Holloran said that all 50 print¬ 
ing plants taken over from 
Maxwell were still operating, 
although the workforce has 
fallen from 7,400 to 5.200. 

In 1990 the company matte 
pre-tax profits of £39m. Since 
then recession has eroded mar¬ 
gins, particularly in the compa¬ 
ny's web offset printing busi¬ 
nesses. It is however expected 
to have remained profitable in 
1981. 

But one of Mr HoUoran’s 
greatest assets at the moment, 
given the history of the com¬ 
pany, must be its fully funded 
pensions fund. 
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FUND VITAL MEDICAL 
RESEARCH PROJECTS 
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THE ROYAL BANK OF CANADA 
US. SSBQjOOQjOOO Hosting Rata 
Dabantiuas due 2005 
In accordance with tha Tbrma and 
Conditions of the Debentures, the 
Interest ran? for the period 31a 
January. TB82 to 28th February. 
1392 has been fixed at 4fr% per 
annum. On 28th February, 1392 Interest 
of U.S. $3^6344 per U.S. SlflOO 

nominal amount of the Debentures will 

ba due for payment. The ratt of intorea 
far the period commencing 28th 
February. 19% wil) be determined on 
26th February, 1992. 

Agent Bank and 
Principal Paying Agem 
&JJ3 ROYAL BANK OF CANADA 
SttH EUROPE UMFTED 



l vC. -i 


Tuesdays. Saturdays and 
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-for further information and 
-to advertise in this section 
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Melanie Miles on 071 873 3308 
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Patrida Surridge in London 
, Tet(071) 873 3426 
- fox 071 873 3079. 
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• Nina Kowatewska in Warsaw 
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T HE COURT of Appeal's 
decision yesterday on 
Mr Kevin Maxwell's 
right to remain silent about 
the missing Maxwell millions 
has gone some way towards 
clarifying when a person fac¬ 
ing possible cr iminal charges 

can invoke the privilege 
against self-incrimination in 
order to refuse to answer 
investigators' questions. 

It is now clear - in the 
absence of a successful appeal 
to the House of Lords by Mr 
Maxwell - that in investiga¬ 
tions involving legislation such 
as the 1986 Insolvency Act or 
the 1985 Companies Act nnrie r 
which Parliament has either 
expressly or by implication 
removed the privilege against 
self-incrimination, that the 
mere fact that a person's 
answers might incriminate 
him is not enough by itself to 
make it unfair tha t, he wh o u M 
he required to answer. 

In private actions not involv¬ 
ing legislation which has 
removed the privilege and 
where the individual con¬ 
cerned fears prosecution for 
conspiracy, the privilege can 
he invoked by individuals con¬ 
cerned as justification for ref¬ 
using to answer questions in 
civil proceedings. 

The central issue in Mr Max¬ 
well’s appeal was whether he 
could invoke the privilege to 
refuse to answer questions put 
to him by the provisional liqui¬ 
dator of Bishopsgate Invest¬ 
ment Management, which 
managed Maxwell pension 
funds, under the 1986 Insol¬ 
vency Act 

The Maxwell case is the lat¬ 
est in a long Ifrw of afraflar 
cases which have left the law 
on privilege in a state of uncer¬ 
tainty. 

The High Court has been 
divided on the issue. In July 
1990, in a case arising out of 
the Barlow Clowes affair, the 
court ruled that a paeon being 
questioned under section 236 of 
the Insolvency Act (the same 
section under which the provi¬ 
sional liquidator of HIM wishes 
to question Mr Maxwell) was 
entitled to Invoke the privilege. 
An appeal is now pending. 

In October last year, how¬ 
ever, in an application arising 
out of the Levitt case, the court 
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Timr Rumphrks 

Kevin Maxwell leaving the High Court; unable now to refuse to answer questions from the liquidator of BIM 


reached exactly the opposite 
conclusion. An appeal is also 
pending in that case. 

This was followed In Novem¬ 
ber 1991 by a case involving 
Farr, in which the same ques¬ 
tion came up again before the 
judge who had heard the Bar¬ 
low Clowes case. This time, 
however, he decided to follow 
the decision of the judge in the 
Levitt case. 

I n the Maxwell case, heard 
by the High Court just 
before Christmas, Mr Jus¬ 
tice Hoffmann decided to 
follow the decision in the Lev¬ 
itt case, resulting in the pres¬ 
ent appeal 

In the Barlow Clowes and 
Levitt cases, however, nniilm 
the Maxwell case, cr iminal 
charges had already been 
brought against the individuals 
involved before the court was 
asked to rule on the availabil¬ 
ity of the privilege. 

Those appeals therefore will 
raise a further question, 
namely: if the privilege Is not 
available because it has been 


removed by legislation, would 
it nonetheless be oppressive 
and unfair to allow questions 
under the Insolvency Act when 
criminal proceedings are pend¬ 
ing? 

This question has already 
been dealt with once by the 
Appeal Court at the end of last 
year in a case involving a for¬ 
mer director erf London United 
Investments, the fafiwf insur¬ 
ance group. 

The Appeal Court's answer 
was no. Although the Insol¬ 
vency Act does not expressly 
remove the privilege, it is nev¬ 
ertheless by implication not 
available to a person ques¬ 
tioned under the Act since oth¬ 
erwise the obvious purpose of 
the legislation would be 
defeated. 

The fact that the answers 
might incriminate bfm was not 
enough on its own to make it 
unfair that he should be 
required to answer, particu¬ 
larly in view of the fact that 
the position of the person 
involved meant he was more 
likely than anyone else to 


know the answers to the ques¬ 
tions and, because of that posi¬ 
tion, he owed a fiduciary duty 
to the companies at the centre 
of the investigation. 

T he Appeal Court yester¬ 
day faced the additional 
complication that in 
several recent cases Involving 
investigations under legisla¬ 
tion which has by implication 
or expressly removed the privi¬ 
lege, the individual concerned 
has been protected by a safe¬ 
guard in the legislation which 
provides that nothing said by 
him in response to such ques¬ 
tions is admissible as evidence 
in an; subsequent criminal 
proceedings. 

The Criminal Justice Act 
1987, for example, extends that 
safeguard to suspects being 
questioned by the Serious 
Fraud Office. 

They must answer the SFO’s 
questions but what they say 
cannot be used as evidence 
against them in any subse¬ 
quent prosecution. 

The safeguard is not, how¬ 


ever, contained in the 1986 
Insolvency Act, and in the 
absence of the specific imposi¬ 
tion of such a safeguard by 
Parliament, it has long been 
established that civil courts 
have no jurisdiction to impose 
a condition on the use of such 
answers by the prosecution as 
evidence m criminal proceed¬ 
ings. 

Ihe court ruled that as, fol¬ 
lowing decisions in earlier 
cases, the Insolvency Act had 
by implication removed the 
privilege against self-incrimi¬ 
nation - because to decide 
otherwise would clearly frus¬ 
trate the purpose of the legisla¬ 
tion - Mr Maxwell's appeal 
must be dismissed. 

The issues In the cross 
appeal by MGN against Mr Jus¬ 
tice Hoffmann's ruling that to 
Maxwell was entitled to invoke 
the privilege in respect of a 
private action brought by MGN 
were by comparison far sim¬ 
pler. 

MGN*s case was that, under 
the general common law, the 
privilege was not available to a 


defendant if immediately 
before the time of the alleged 
band which was the subject of 
the action, the defendant was a 
fiduciary, servant or agent of 
the plaintiffs bringing the 
action, and the purpose of the 
action is to recover money or 
property for which the defen¬ 
dant, as a fiduciary, was 
accountable to the plaintiffs. 

The court was not persuaded 
by MGN's proposition that 
where someone agrees to act as 
a fiduciary to a company he, 
by implication, contracts not to 
Invoke the privilege against 
self-lncrimination in any case 
brought by the company to 
enforce his fiduciary duties. 

It said the privilege against 
self-lncrimination was so 
deeply entrenched in English 
law that any decision to curtail 
it or make it not available bad 
to be a political decision taken 
by Parliament in the public 
interest 

T he Maxwell case has, 
however, pointed up one 
glaring anomaly in the 
present state of the general 
common law on the privilege 
against self-incrimination. It 
can be invoked by a person 
who fears prosecution for con¬ 
spiracy to defraud but is not 
available to a person wbo 
expects to be prosecuted for 
fraud under the Theft Act 
This is because the Theft Act 
provides that a defendant can¬ 
not refuse to answer questions 
or disclose information in civil 
proceedings on the grounds 
that this might incriminate 
him of a Theft Act offence. In 
recognition of this however, 
the Act specifically provides 
that nothing said by the defen¬ 
dant in reply to such questions 
is a dmis sible in subsequent 
criminal proceedings against 

him 

Conspiracy however is not a 
Theft Act offence. 

This, the Appeal Court noted 
yesterday, is logically indefen¬ 
sible. Fear of prosecution for 
conspiracy has effectively 
robbed these Theft Act provi¬ 
sions of their effect in civil 
cases. 

The Court will not be alone 
in thinking that Parliament 
must act quickly to correct 
this. 


Probe into Imro’s supervision of BIM 


BOARD MEETINGS 


By Norma Cohen, Investments Correspondent 


A PARLIAMENTARY Select Committee is 
to question officials of the Investment 
Management Regulatory Organisation, 
the quasi-goveramental self-regulatory 
body, about its role in supervising the 
fund manager of the Maxwell companies’ 
pensions fluids. 

Officials of Imro will appear before the 
Select Committee on Social Security some 
time within the next two weeks. The com¬ 
mittee, chaired by Mr Frank Field MP, 
will question the regulators about how 


the fund managers became authorised to 
conduct investinent business and how 
their activities were supervised thereaf¬ 
ter. 

BarWer this week, rawn h enp of the Har¬ 
well Private Companies Pension Fund 
Members Association, charged that Imro 
had Called to protect the public. Mr Ken¬ 
neth Trench, chairman of the group, cited 
press reports that Imro had visited the 
premises of Bishopsgate Investment Man¬ 
agement - the funds’ investment man- 
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ager - only six weeks before Mr Max¬ 
well’s death and found no problems. Since 
Him, auditors have found hundreds of 
millions of assets missing from the pen¬ 
sion funds managed by him. 

The pensioners questioned whether 
BDTs ownership had been properly inves¬ 
tigated prior to authorisation. Hr Trench 
noted that it is owned by a charitable 
organisation which is based in Liechten¬ 
stein and appeared to be controlled by the 
late Mr Robert MaxwelL 
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Tomkins buys 
control of 
valve maker 

TOMKINS, the industrial 
conglomerate, is paying nearly 
Him for the outstanding 60 per 
cent of Guest & Chrimes, a 
maker and supplier of cast iron 
valves and hydrants for the 
water industry. 

A 40 per cent interest in 
Guest came into the group 
with the 1986 acquisition of 
pegler Hattersley and it will 
join those valve and tap busi¬ 
nesses in the fluid controls 
division. 

Mr Greg Hutchings, chief 
executive, said Guest took the 
group further into the UK 
water industry, which was ben¬ 
efiting from a big capital 
spending programme. 

In 1990, Guest made pre-tax 
profits of £2.5m on sales of 
£ 12 .7m and had net assets of 
£9m at the end of that year. 

Most of the consideration is 
through the issue of 2.25m 
Tomkins shares. The remain¬ 
ing £L25m is in loan notes. The 
stake is being purchased from 
the family owners. 

Tomkins recently announced 
a 40 per cent increase to £43.7m 
in interim pre-tax profits on 
sales of £594-5m_ 

Kembrey falls 68% 
to £170,000 

Against a background of 
numerous board changes and 
rationalisation of its 
operations, pre-tax profits of 
Kembrey, the electrical preci¬ 
sion components and foundry 
products group, showed a 68 
per cent decline in the six 
months to September 28. 

Although turnover increased 
by £5.58m to £l5Jm, the pre¬ 
tax line fell from £530,000 to 
£170.000. 

The principal reasons for the 
decline were £122,000 of trading 
losses of the discontinued busi¬ 
ness of Ripault-Drivex and 
£ 172,000 of exceptional losses 
due to reorganisation and 
adjustment for prior periods 
related to the discontinued 
Coated Electrodes' business. 

These losses were further 
exacerbated by an interest 
turnround to charges of 
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£271,000 (£35,000 credit) relat¬ 
ing to the acquisition In 1990 of 
McMurdo, a manufacturer of 
connectors and marine safety 
lights. 

Earnings per share fell to 
0.4p (L2p) and again there is no 
interim dividend. 

N En glan d B uilding 
Society ahead 12% 

The Sunderiandhased North of 
England Building Society pro¬ 
duced a 12 per cent improve¬ 
ment in net profits to HOJm 
and a similar increase in lend¬ 
ing to £297m in 1991. Assets 
advanced 20 per cent to more 

than £1 2hn 

Mr Robert Linden, group 
chief executive, said: “Our per¬ 
formance must be among the 
best in the country,” and he 
pointed out that the £620,000 
provision for losses was a fig¬ 
ure that would be envied by 
many societies. 

The number of the society's 
borrowers between three and 
six months in arrears was only 
eight more at the year-end 
than it had been a year earlier 
1,066, against L058. The num¬ 
ber of homes in possession was 
up from 47 to a record 160 at 
the end of 1991, only 0.38 per 
cent of all homes mortgaged. 

Cairn Energy US 
acquisition 

Cairo Energy's US subsidiary. 
Cairn Energy (USA), has paid 
fi-Sm cash for a 64 per cent 
controlling stake in Omni 
Exploration, a publicly quoted 
US oil and gas company. 

Omni has interests In more 
than 400 wells, primarily in 
Texas, and operates some 200 
wells from its operations office 
in Pampa, Texas. 

The company's proved 
reserves are L6m barrels of oil 
and 26.3tm cu ft of gas. The 
operation adds production of 
about 200 barrels of oil and 
L4m cu ft of gas per day to the 
group. 

Hambros Inv Trust 
net assets static 

The net asset value of 
Hambros Investment Trust 
was 4&54p per share at Septem¬ 
ber 30, down from the 46-61P at 
the same stage of 1990. 


The trust's equity capital is 
held by Hambros and its sub¬ 
sidiaries, and only the two 
classes of preference stock are 
quoted on the Stock Exchange. 
Dividends would continue to 
be paid on these stocks, direc¬ 
tors said. 

Net revenue for the six 
months to end-September 
amounted to just £8,000 
(gijgftn) reflecting the virtual 
absence of investinent profits. 
Losses per share emerged at 
a02p (earnings of 2.69p). 

Waverley Cameron 
£3m subsidiary sale 

Because of difficulties in rene¬ 
gotiating satisfactory working 
capital forilfrjpg with its bank¬ 
ers, Waverley Cameron is rais¬ 
ing financ e by selling A&J 
Partners, its discount statio¬ 
nery subsidiary, for £3.02m. 

It has provisionally agreed 
the sale to a management-led 
company, which will pay £L 2 m 
on completion and assume the 
wristing property mortgage of 
£820,000. 

Waverley said difficulties 
arose with banks - which 
effectively withdrew £2m of 
working capital - despite that 
it reducing borrowings from 
£7.81m since March 31 to 
£4-‘vim, significantly Improving 
the trading performance of 
Partners, and integrating and 
restru c tu ring the office prod¬ 
ucts activities, thereby making 
significant savings in operat¬ 
ing costs. 

Margins expand as 
Adscene hits £0.7m 

Pre-tax profits at Adscene 
Group recovered strongly in 
the six months to November 
30, and shareholders benefit by 
having their interim dividend 


doubled to L5p. 

The group, which publishes 
33 local newspaper titles in 
Kent, Lincolnshire and Lon¬ 
don, saw profits rise from 
£462^00 to £720,000 largely as a 

result of a lower cost base. 

Mr Harry Lambert, chair¬ 
man. said margins expanded 3 
per cent to 12.6 per cent while 
the interest bill fell 25 per cent 
to £303,000 following the sale of 
the Lincoln property for £L2m. 

Turnover fell to £8.lm 
(£9.2m). In Kent the group 
lifted publishing turnover by 
13 per cent In Lincolnshire 
and London advertising reve¬ 
nue continued to fell but there 
were some signs recently that 
the decline had slowed. 

The printing division's turn¬ 
over again reduced by 23 per 
cent but margins were still 
above 10 per cent There were 
only limi ted opportunities in 
the immediate future for new 
printing contracts, Mr Lambert 
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Earnings per share rose to 
3.0lp (L78p). 

Farepak confident 
of strong growth 

Farepak, the USM-quoted mail 
order and food processing 
group, is confident that the 
current year will show strong 
growth, and is raising its 
interim dividend by 26 per 
cent 

The seasonal loss for the 
opening six months, to October 
31 1991, was up from £599,000 to 
£613,000. Turnover expanded to 
£10.4m (£3-99m) as a result of 
the acquisition of Tranfood 
Meat which had been inte¬ 
grated with the food processing 
business. 

The interim dividend is 1.45p 
(1.15p). The previous year’s 
total was 3.87p from pre-tax 
profits of £3.7m. 
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COMMODITIES AND AGRICULTURE 


Trade row looms over US’s 
dolphin-friendly tuna policy 


By David Dodweli, World Trade Editor 


THE US appears to be set on a 
collision course with Japan 
and the European Community 
over its restrictions on tuna 
imports. 

A San Francisco federal 
court called this week for strict 
enforcement of a ban on the 
import of tana caught using 
methods that inflict heavy 
casualties on associated dol¬ 
phin, a ruling that will high¬ 
light the controversy over 
whether or not the US has the 
right to interfere with trade in 
this way and sharpen the con¬ 
flict between trade and envi¬ 
ronmental priorities. 

It is also bound to fuel the 
fierce opposition of US 
environmental groups to pro¬ 
posed reforms in world trade 
being negotiated in the Uru¬ 
guay Round of trade negotia¬ 
tions. 

The US Department of Com¬ 
merce, which is trapped 
between US law that insists on 
the ban and a ruling by the 
General Agreement on Tariffs 
and Trade that outlaws it, has 
asked far a stay of the court 
ruling. 

An initial ban in February 
last year included both pri¬ 
mary exporters of tuna to the 
US - mainly Mexico, Vene¬ 
zuela and Vanuatu - and a list 
of 27 other countries which 
buy tuna and resell it to the 
US. 

Mexican tuna fishermen, 
unlike their US counterparts, 
fish in the eastern tropical 
Pacific, where for unknown 


reasons, schools of yellowfish 
tuna swim below dolphin 
herds. US tuna boats fish near 
New Guinea, where dolphins 
stay apart from the predomi¬ 
nantly alba core and skipjack 
tuna. 

The Earth Island Institute, 
which has been responsible for 
pressing the issue Into US 
courts, Haims that the Mexi¬ 
can tuna boats killed about 
50,000 dolphins this year. US 
officials say 15,000 is nearer the 
truth. 

The institute brought the lat¬ 
est action because enforcement 
of the ban on secondary coun¬ 
tries, who are accused ctf “laun¬ 
dering dolphin-unsafe tuna", 
has been lax. The San Fran¬ 
cisco federal court has given 
these countries until Friday to 
provide certificates proving 
they were not re-exporting 
Mexican or Venezuelan tuna. 
Prominent among the new tar¬ 
gets are Japan, Italy, Spain and 
France. 

The ban is anyway outlawed 
by a Gatt panel ruling follow¬ 
ing a complaint from Mexico to 
the Geneva-based international 
trade body. 

Its argument that the US 
action was an unfair obstacle 
to trade was upheld by the 
Gatt - not out of a callous 
unconcern for the plight of dol¬ 
phins, but because of the 
“extraterritorial” nature of the 
action: Gatt said the US “may 
not restrict imports of a prod¬ 
uct merely because it origi¬ 
nates in a country with envi¬ 


ronmental policies different 
from its own". 

The ruling inflamed a wide 
range of environmental groups 
in the US, who saw the action 
as symptomatic of an inherent 
conflict between the demands 
of free trade and a country's 
ri ght to enforce strict environ- 

mental K lMndurris. 

Environmental lobbyists are 
also becoming Increasingly 
alarmed at the prospect of 
hard-won protection being 
undermined by the decisions of 
what they see as anonymous 
trade officials in Geneva who 
are not answerable to any 
elected body. 

These concerns have led a 
coalition of 28 US environmen¬ 
tal groups befog formed to call 
for the rejection of the Uru¬ 
guay round of proposed world 
trade reforms. A fiercely-con¬ 
tested draft agreement was 
released late in December after 
six years of tortuous negotia¬ 
tion. 

An irony as the tuna war 
erupts afresh is that Mexico , 
which launched the initial pro¬ 
test against US action, has 
dropped actions against its 
northern neighbour, and has 
acted to change its fishing 
methods to reduce the danger 
to dolphins. The Mexican gov¬ 
ernment is anxious to seal a 
free trade agreement with the 
US and Canada, and was 
unwilling to see this row 
undermine the prospects of 
success. 

Gatt negotiations, Page 3 


Traders 
bearish 
on outlook 
for cotton 

By Barbara Durr in 
Chicago 

COTTON FUTURES prices, 
after two days of hovering near 
lifoofcontract lows, saw a tiny 
rally after yesterday morning's 
open at the New York Cotton 
Exchange. But with the market 
virtually awash with cotton 
and diminishing world 
demand, the outlook was for 
continued downward pressure 
on prices. 

The March spot month con¬ 
tract at NYCE rose yesterday 
meaning to S 3 JBS cents a lb, up 
from Tuesday's dose of 5358 
cents a lb. The May contract 
crept up to 5555 cents from its 
previous close of 5557 cents. 
The rises were considered to be 
technical with a little bit of' 
profit taking. 

Some market observers were 
waiting to see how much cot¬ 
ton American formers would 
place in the US Department of 
Agriculture's loan programme. 
The USDA takes farmer's cot¬ 
ton, paying them a set amount 
as a interest-free loan and stor¬ 
ing the cotton for ten months 
without charge. Farmers can 
redeem the cotton if prices rise 
or forfeit it if they do not. 

if a lot of US cotton had been 
put into the loan programme, 
it would have created an artifi¬ 
cial tightness in the market, 
prompting prices to rise a lit¬ 
tle. Bnt only 45m bales are 
currently in the programme 


US cotton 


2 nd position futures (cents per to) 
65, 
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FAO plans to preserve farm animal genes 

By David Blackwell 

A FIVE-YEAR. £15m Plan to of eoat and cattle there are 


out of a 175m bale crop, and 
this has bad virtually no efifect 
on market sentiment 

International market factors 
are perhaps weighing on prices 
even more heavily, say cotton 
analysts. China, which its 
second largest crop ever in 
1991-92, has switched from 
being a net importer to being a 
net exporter. 

According to the secretariat 
of the International Cotton 
Advisory committee. China, 
which had been a net Importer 
of 280500 tonnes last year, is 
expected to become a net 
exporter of 60,000 tons this 
year. Cotton is also pouring on 
to the market from the repub¬ 
lics of the former Soviet Union, 
which need hard currency. 
They have also been supplying 
cotton in barter deals with 
trading companies, the com¬ 
mittee reported. 

The Central Asian rep ublics 
of Commonwealth of Indepen¬ 
dent States and Paraguay have 
also aggressively and repeat¬ 
edly cut cotton prices since 
last summer, according to Ms 
Sharon Johnson, a cotton ana¬ 
lyst with Cargill Investor Ser¬ 
vices. 


A FIVE-YEAR, $15m plan to 
preserve the ancestral gene 
pool of domestic animals in the 
developing world is being 
launched by the Food and 
Agriculture Organisation of 
the United Nations. 

Mr Edouard Saouma, FAO 
director-general, believes the 
situation is urgent “Most of 
the animal resources that exist 
in the developing world have 
been in stable production 
systems for hundreds of 
years," he says. “Now they are 
coming under competitive 
pressure from imported stocks. 
A breed can be completely 
changed genetically In 10 years 
without a full understanding of 
what will be lost." 

The FAO is kick-starting the 
plan with $ 3 m, but is seeking 
donor funding for the rest 

The programme has five 
goals - to take a world inven¬ 
tory of livestock breeds and 
strains; to establish banks of 
semen and embryos from 
endangered animals; to start 
conservation programmes to 
save livestock in native habi¬ 
tats; to use DNA technology to 
determine genetic characteris¬ 
tics and improve breeds; and to 
develop an international legal 



Pakistani sahiwal cattle, a proi 
under threat from attempts to adapt 


dairy breed, are 
holsteins 


framework for global animal 
trade. 

Mr Patrick Cunningham, 
director of the FAO’s animal 
production and health division, 
believes livestock is under 
pressure from both the move 
from subsistence to commer¬ 
cial farming, and from the 
speed with which Western 
technology can be adopted. 


“You can fly in one container 
of semen and change totally 
the next generation,” he says, 
adding that some animal 
breeds had been protected by 
isolation and poverty for cen¬ 
turies. 

The programme will be 
looking at all livestock, includ¬ 
ing fowl and pigs. “No-one 
really knows how many types 


of goat and cattle there are, 
nor how they differ from each 
other genetically, in evolution¬ 
ary toms,” says Mr Cunning¬ 
ham. One example of the sort 
of animal that needs study is 
the sabiwal cattle of Pakistan 
and parts of Tn/fia, which is a 
promising dairy breed at about 
the same stage of development 
as Europe's holstein was 200 
years ago, giving less than half 
the mfllt of a modern holstein. 
The sahiwal thrives in the 
heat, unlike the holstein, hut is 
in danger of extinction as local 
producers try to adapt the Hol¬ 
stein to tropical countries. 

He wants to see the same 
transformation of productivity 
for the sahiwal that has been 
achieved in the West, through 
selective breeding using artifi¬ 
cial insemination and embryo 
transfer techniques. 

While the sahiwal is the 
most promising in dairy terms 
of the cattle breeds on the 
Indian subcontinent, there are 
dozens more with different 
characteristics. “We want to 
preserve, but we also want to 
develop,” he says. “We can't 
leave them as they are - if 
they remain static they will 
disappear.” 


Fox suspends 
more on-screen 
contracts 

By David Blackwell 

TWO MORE screen-traded 
contracts were effectively 
closed yesterday by the Lon¬ 
don Futures and Options 
Exchange (Fox). 

Trading in the MGMI base 
metals index and arabica coffee 
futures has been limited to liq¬ 
uidation orders. 

The arabica contract, set up 
only test March in a bid to win 
business from New York’s suc¬ 
cessful open outcry market, 
never attracted much interest 
-In the last three months of last 
year, turnover was Just 10 lots. 

The MGMI contract had a 
tur nover of 7,401 lots last Sep¬ 
tember. Volume collapsed in 
October following the closure 
of the screen traded property 
futui es contracts, which were 
the centre of a financial scan¬ 
dal In the last two months of 
the year it was 20 lots. 

Mr Phillip Thorpe, Fox chief 
executive, said yesterday there 
was not enough interest to 
keep the two contracts run¬ 
ning. They have been 
suspended, along with rice and 
rubber, and could be revived at 
some future date. 


Central bank sales 4 
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By Kenneth Gooding, Mining Correspondent 

GOLD PRODUCERS should not 
rely too heavily on the present 
foil In mine output to push the 
price up from current levels. 

Much will depend on the 
future action of the Central 
Banks who between them hold 
35,619 tonnes, equivalent to 17 
years’ production of the inde¬ 
structible metal. 

It is reasonable to expect the 
banks to become net sellers of 
about 700 tonnes a year from 
the mid-1990s, suggests Mr 
Andy Smith, analyst at the 
Union Bank of Switzerland, in 
his latest quarterly Precious 
Metals Outlook. 

He points out that gold’s 
monetary role is "now history 
for private investors and cen¬ 
tral banks. Selling gold would 
be Just part of a day’s work for 
a central bank, not an admis¬ 
sion that the financial world as 

investors know it was about to 
end". 

Mr fowith says that if the 
eight countries which between 
them account for more than 85 
per cent of central bank gold 
were to sell all their gold and 
reinvest the proceeds in inter¬ 
est-bearing paper, the com¬ 
bined annual return, in perpe¬ 
tuity, would be gZLbn. 
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"On a per capita baste, the 
annual dividend would, be 

inTpc RMtiut* ffinng h tO the 

eye of even the most well-to-do- 
taxpayer,” he adds. 

Than is no suggestion that 
central would foke this 
course but they are certainly 
under increasing pressure to 
inrinile gold sales in their 
"gold mobilisation" policies. 


says Mr Smith. 

For example, as part ot a 
recent revised treatment of us 
net international indebtedness, 
the US Commerce Department 
revalued that country’s gold 
reserves at' market prices 
rather than the still o fflda l $42 
a troy ounce. "Clearly, an 
tmrPflfbMd asset value of over 
SSObn has not completely 
escaped US attention. 

Mr Smith also points out 
ttut, jf the course towards true 
European monetary union 
runs smoo t h, before the year 
2500 a single European central 
hank will control 40 per cent of 
the world’s official gold 
reserves - 1L6QQ tonnes now 
in EC members' vaults plus 
nearly 3,000 tonnes in the 
European Monetary Coopera¬ 
tion Fund. 

"A European currency 
reduces the principle need for 
reserves of any kind - inter¬ 
vention In currency markets. A 
.Eurobank could economise on 
all reserves," he adds. “Seeing 
this, EC member states could 
even make pre-emptive strikes, 
liquidating gold and currency 
reserves to the benefit of tax¬ 
payers before the ink is dry on 
Eurobank statutes.” 


Barrick and Newmont agree on 
development of Nevada deposit 


By Bernard Simon in Toronto 

AMERICAN BARRICK and 
Newmont Gold, after failing to 
consummate a merger last 
year, have signed an agree¬ 
ment in principle to co-operate 
in developing their prope r ti es 
in the northern sector of Neva¬ 
da's rich Carlin Trend gold 
deposit The chief e x e cuti ves of 
the two companies said yester¬ 
day that tire agreement “effec¬ 
tively realises many of the ben¬ 
efits” identified during last 
year’s abortive merger talks. 
Final of the pact are 

expected to be completed soon. 

It includes development of 
the Deep and Lower Post are 
body adjacent to Barrlck’s 
Goldstrike mine, as well as 
exploration and development 


ainng common property bound¬ 
aries, and sharing of New- 
znonfs bioleaching technology. 

The Post body straddles the 
border between the two compa¬ 
nies’ properties and contains 
an estimated 9m troy ounces of 
gold. Barrick has agreed to 
expand its existing Betze pit at 
Goldstrike to include Deep and 
Lower Post The expanded pit 
will be known as the Betze- 
Postpit 

Stripping of the expanded 
area is due to start next year, 
and mining of most of the Deep 
and Lower Post ore wfil begin 
in 1997. Mining of the Post 
body win ahn gjve access to 
580,000 ounces of gold from 
near-surface material on New- 


Danes warn of dairy products flood 

By Hilary Barnes In Copenhagen• : 


THE European Community 
will be flooded with Danish 
dairy products if the Gatt pro¬ 
posals now on the table are 
implnmpntpri . according to tiie 
Danish Dairy Board. 

Denmark is the EC’s largest 
exporter of dairy products to 
third countries. It accounts fix: 
39 per cent of the EC’s export 
of cheese to non-member coun¬ 
tries. 

The Dairy Board calculates 


that Denmark's cheese exports 
to thir d w wiilrifti WOUM Ml 
gradually by about 45,000 
tonnes from a total export to 
third countries of 150,000 
tonnes a year. 

Denmark also exports about 
112500 tnnnaB at milk powder, 
sterile cream and casern prod¬ 
ucts to third countries, a sub¬ 
stantial part of which wfll be 
diverted to Europe if the Gatt 
proposal is realised. . 


However, only about 15,000 
tonnes of Danish butter go to 
third countries out of total, 
exports cf 50,000 tonnes. Other 
EC exporters of dairy products, 
such as Holland. France and 
Ireland, fade similar problems. 
A total of between 4m and 5m 
milk equivalent tonnes of dairy 
products could be diverted to 
the European market, causing 
mflk prices to fall by 20-25 per 
cent, according to tiie Danes. 
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mOTrt land. 

Until now, neither company 
has shown gold from the Deep 
and Lower Post body in its pro¬ 
duction forecasts. Newmont 
awns 5m ounces of the Post 
deposit, while Barrack's share 
is about 4m ounces. 

The companies {dan to share 
the costs of mining the Deep 
and Lower Post reserves In 
proportion to the benefits 
received. Production costs wifi 
. thus be the same for both com¬ 
panies. 

They said that an agreement 
for joint exploration and shar¬ 
ing of data will enable "rapid 
and economic development” of 
new discoveries along common 
boundaries. 
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WORLD COMMODITIES PRICES 


MARKET REPORT 

London robusta coffee prices were 
sharply down by the dose, while 
New York arablcas had set 
life-of-contract lows for the fifth 
straight session at midday. The 
London fall came as the continuing 
flow of gradings removed any 
remaining concern over near-term 
supplies, dealers said. This was 
despite the large total uncovered 
position in the dollar and sterlings 
contracts, now expected to 
decline. “We saw fund selling and 
liquidation today with only light 
buying at the end on 
profit-taking...We've closed very 
badly on the charts - the only 
positive thing is that the market 
is now definitely oversold,” one 
trader said. New York's March 

London Markets 


LONDON METAL EXCHANGE 


contract was falling early on 
selling from funds, speculators 
and countries of origin. On the 
LME copper closed steady as New 
York's Comex prices stalled near 
overhead targets. However 
possible concern over Chilean 
supplies is expected to curb any 
decline. Chile's senate has voted 
to allow state-owned Codelco to 
grant private companies 
controlling stakes in joint-ventures, 
and unions are threatening strike 
action. LME aluminium prices lost 
much of this week's gains. 
Japanese selling took the 
three-month price down to $1,274 
a tonne in early trading. 

Compiled from Reuters 
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Clase 

Previous 

Wgh/ljow 

Mar 

724 

720 

724 719 

May 

750 

748 

752 748 

Jul 

777 

775 

779 774 

Sep 

800 

796 

801 796 

Dec 

831 

S2fl 

832 827 

Mar 

382 

830 

883 880 

May 

881 

877 

881 877 


Turnover 2EB4 (5052) iota of 10 tonnes 
TOGO indicator prices ISWta per OaHy 

price lor Jan-28 00025 (908. TS] 10 day average 
lor Jml29 91300 (91307) 


COWEB - London POX 

S/nreie 


Close 

Previous 

Hlgh/Low 

slfUl 

MO 

971 

981 940 

Mar 

■ 930 

070 

985 925 

May 

930 

961 

967 920 

Jul 

948 ' 

978 

970 040 

Sap 

9S9 

992 

988 975 

Now 

987 


1006 986 



Clase 

Previous 

Hlgh/Low 

AM Ofltdal 

Kerb dose 

Open Interest 

Ataratntan, *37% purity (5 per tonne) 



Total dally turnover 30*08 lots 

Cash 

3 months 

1254-5 

1279-80 

1273.5-45 

1298-9 

1294/1275 

12842X6 

1280-90 

1277-0 

138569 lets 

Cantor, Grade A (E per tonne) 



Total dally turnover 23,798 tots 

Cash 

3 months 

1211.5-15 

1238-0 

1214.5-5-5 

1242-3 

1219/1215 

1248/1237 

121085 

1243-35 

1233.5-40 

119,028 lots 

Lead (E per tonne) 




Total daily turnover 1530 Ms 

CMh 

3 months 

280-1 

292-25 

281-75226 

293,75-400 

28SLSS2Bb25 

2035091.6 

2805-0.76 

2925-85 

2915-25 

18,628 tots 

Wcfcat (l par tonne) 




Total dally turnover 5.346 lots 

Cash 

3 months 

7870-80 

7750-5 

781525 

7700-10 

7760/7880 

7085-70 

7740-60 

775580 

21518 Mb 

Tin (S per tonne) 




Total daUy turnover 1584 lots 

Cash 

3 months 

5485-75 

5525-30 

5460-5 

5520-5 

5478/5472 

5550/5520 

5473-4 

5930-5 

6530-6 

8236 tote 

Zfeie, Spade! Mgh Grade (S per tonne) 



Total dally turnover 14.188 lota 

Cash 

3 months 

11702 

1163-4 

11812 

1168-70 

1175/1175 

1170/1163 

1177-9 

1168-9 

1183-4 

44,167 Ms 


ofl (per barrel FOB) 


+ or 


Dubai 

Brant Blend (dated) 
Brant Blend (Mar) 
W.TJ. (I pm eat) 


S15J2S&30q -.125 
01X2XX25 -.175 
51 & 00 - 8 . 1 D -0.15 
siaaofLsoq -ojs 


Ofl products 



(NWE prompt delivery per tonne Cff) 

+ or- 

Premium Gasoline 

S200-S02 


Gas Oil 

3177-178 

-1 

Hoovy Fuel On 

383-84 


NapMia 

3180-182 

+ «a 

PBtrefeum Argus Estimates. 

Other 


+ or- 

Goto (par boy oulA 

335595 

-0.10 


418 .0c 

-15 


3340.00 

-355 


380.76 

-0-90 

Copper (US Producer) 

101.95c 


Load (US Pioducar) 

37c 


Tin (Kiraia Lumpur market) 14.1BT 

-0.01 

Tin (New York) 

263c 


Zinc (US Prime Western) 

02 e 


III M 

10737p 

+196* 

1 -iL. ^ Jvj,»1 L 

ioas7p 

+ 550- 

Pigs (Rve weighOt 

8659p 

+ TDJ- 

London dally sugar (raw) 

2208. Cy 

-25 

London dally sugar (white) !28B-4y 

-3 6 

Tata and Lyle export price £222.5 

-3.0 

Barley (English lead) 

£1232 


Malm (US No. 3 yeJiow) 

£1472 


Wheat (US Dark Northern) 

Unq. 


Rubber (Mar)V 

50.7SP 

-050 

Rubber (AprtW 

51-00p 

-0.50 

Rubber (KL RSS No t Feb) 2155m 


Coconut oil (PhlUppiriM# 

*7S0y 

-10 

Palm OH (MaCayaian)4 

S3B02 


Copra (PtWilpp/nosH 

>407-St 


Soyabeans (US) 

Cl 48.0 

-05 

Cotton "A" Index 

5850c 

-0.50 

WooHopa (84s Super) 

411p 



SUGAR 

- London FOX 

(S per tome) 

Ran 

Close 

Previous 

Hlgh/Low 

Mar 

183.60 

183.40. 

18350 18150 

May 

18440 

183.40 

184-00 182.20 

Aug 

188.40 

10550 

185-40 

Oct 

187.20 

10750 

186.60 18550 

White 

Close 

Previous 

VAgh/Low 

Mar 

285.80 

2855 


May 

26955 

2685 


Aug 

272.80 

272.4 


Oct 

28158 

261.0 


Dec 

262.54 

2625 


Mar 

263.02 

283.0 



Turnover 3200 (1239) lots of 5 tonnes 
ICO Indicator prices (US cents per pound) lor 
Jen. 2& Comp, dally 59.10 (5033) 15 day aver- 
age 61 £7 ( 01 . 88 ) 

Storting dose: January £515 , March £516 


SPOT: 1.6080 


0*1 


3 months : 1-7825 


6 months: 1.7578 


0 months: 1.7341 


New York 


(Prices supplied by N M RathacilHd) 


SOLD 100 tray ol; SAny ol 


Odd (fine oz) S price 


C equivalent 


Turnover: Raw 480 (875) lots of 50 tonnes. 
White - (1849) 

Paris- White (FFr per tonne): Mar 143328. May 
1475.38 


Close Previous Wgh/Low 


Apr 

Nov 


118.5 

89.0 


1133 
87 a 


Turnover 25 (69) lots of 20 tonnes. 


gOYMBAL - Loadon POX _ 

Close Previous High/Low 


Ctoaa 355.70-35320 

Opening 35350-355.80 

Morning fix 35340 196.808 

Afternoon fht 354.85 19X725 

Day's high 35X2&35XS5 

Day's low 354.70-355.00 _ 

Loco Ldn Mean Gold Landng Ralee (Vs US5) 


S/barrel 


£ a tonne unlesa otherwise staled, p-penca/kg. 
o-centa/Ib. r-ringgtt/kg. q-Msr t-Jan/Feb o-Jan/ 
Mar v-MarMpr y-Fab/Mar a-fob. tMeet Commis¬ 
sion average tatstock prices. ’ change horn a 
week ago. ▼London physical market KIP Rot¬ 
terdam. + BuHlon market dose. m-Molayrian 
centa/hg.^Sbeep prices era now live weight 



Latest 

Previous 

High/Low 

Mar 

1507 

1524 

1529 1757 

Apr 

1752 

1513 

1518 17.05 

May 

17.06 

1503 

1807 17.79 

Jun 

1750 

1500 

1802 1750 

Jul 

13.00 

17.05 

1850 

Aug 

18.07 

18.00 

1507 1500 

IPE bide* 

1857 

18.33 


Turnover 13327 (19338) 

GASOIL - 

M 


S/tonne 


Feb 

Apr 


12300 

12350 


12920 


12320 

128.50 


Turnover 110 (25) lots ol 20 tonnes. 


510/Index point 




Provttua 

High/Low 

Fob 

17250 

173.50 

174.00 172.2b 

Mar 

170.50 

17150 

171.75 17023 


187 25 

16825 

168-7S 16725 

May 

165.00 

106.00 

16850 166.00 

Jun 

1862S 

167.00 

167.00 16500 

Jul 

18750 

16850 

10750 167.00 

Aug 

16950 

170 00 

10950 16050 

Sop 

171.50 

17150 

17150 17050 

Oct 

17350 

174.00 

17350 173.00 


Turnover 8645 (12301) lots ol 100 tonnes 


prices. 


i revealed 


Auction Bales so lor this year I 
no dear direction In wool prices. Some liner 
merinos have tended cheaper, whereas 
broader categories have been Arm or 
slightly dearer Thera Is also continuing 
divergence between bettor style wools and 
those adversely affected by draught The 
AWC market indicator has risen only one 
cent compared wlm a weak, ago, and Is 
581c Apart from minor end mined price 
changes in terms ol the Australian dollar. 
nuctuaHons hi that currency. loosely related 
to dm US dollar, have also kepi buyers 
cautious.. 



Cioee 



Jan 

1462 

1481 

1468 1462 

Feb 

1450 

MOO 

1458 1437 

Mar 

1485 

1492 

1486 1477 

Apr 

1504 

1503 

1504 1496 

Jui 

1270 

1280 


8F1 

1447 

1468 


Turnover 200 (292) 

GRAMA 

> - London FOX 

E/tonne 

Wheat 

Close 

Previous 

Hlgh/Low 

Mar 

127.16 

12720 

127.40 127.00 

May 

130.60 

130.65 

13050 130.43 

Barley 

Ciena 

Previous 

Mgh/Low 

Mar 

11950 

11950 

11950 

May 

12225 


12250 


1 month 

2 months 

3 months 

328 

326 

327 

6 months 

12 months 

323 

323 

SBvor fti 

pome oz 

U3 cts equiv 

3pol 

231.00 

41650 


3 months 

23750 

son ty l 


6 months 

24250 

42450 


12 months 

254JJ0 

43450 



[Prices supplied by Engelhard Metals) 


5 price 


£ equivalent 


Turnover Ms ol 100 Tonnes. 


f.:-! n 

1 BIOa-IM 

iwair-MiMi 


Gksia 

Previous Hlgh/Low 

Feb 

119.4 

119.0 

1192 1185 

Mar 

iiao 

1185 

1175 1185 

Apr 

116.5 

1165 

1155 

Jun 

1135 

1145 

1135 113.0 

Sep 

107.0 


107.0 


TumowerM (1401 tots tf 3350 kg 


Krugerrand 35550550.00 

Maple leal 3655008650 

Mew Sovereign 86505750 

195.76- 19825 
201.75-20225 

47.76- 4825 

PUDD OPTIONS 

Cettaa 

Mar 


Mar 


450 

BB 


0 


600 

20 


7 


550 

2 


39 


Cocoa 

Mar 

May 

Mar 

May 

700 

31 

54 

7 

12 

725 

16 

45 

17 

21 

750 

8 

31 

34 

32 

Ureal crane 

Mar 

Apr 

Mar 

Apr 

1700 

0 

0 

0 

0 

1750 

80 

0 

7 

0 

1800 

41 

71 

24 

63 



Ctoaa 

Previous 

Hlgh/Low 


Jen 

358.1 

3555 

0 

0 

Feb 

3581 

3802 

3675 

3647 

Mar 

357.1 

3685 

0 

0 

Apr 

3582 

3672 

3S0.1 

asBj 

Jun 

3605 

3000 

3802 

3802 

Aug 

382.4 

3622 

3KLD 

9032 

Oct 

3845 

3642 

0 

0 

Doc 

386.7 

aw im5 

0 

0 

Feb 

3895 

3805 

0 

0 

PtATWUM 50 tray OK l/tray at. 


Ctoaa 

Previous 

Mgh/low 


Apr 

34EL4 

361.4 

3SZ5 

3405 

Jul 

34014 

35M 

3605 

3(05 - 

Oct 

362.4 

3632 

36X0 

3532 

Jan 

3624 

3344 

0 

0 

Jan 

33M 

35X0 

3872 

35X8 



Ctoaa 

ess a 

irm 


Jbi 

4235 

4172 

0 

0 

Feb 

423A 

4172 

4215 

4215 

Mar 

4245 

4182 

4285 

4162 

May 

4272 

4212 

4305 

4185 

Jul 

431.1 

42X1 

4815 

422-3 

Sep 

4345 

4285 

0 

a 

□ac 

440.1 

434.1 

4412 

43X0 

elan 

4422 


0 

0 

Mar 

4405 

440.1 

4472 

4302 

May 

4502 

4444 

0 

0 

MGH GflAK COPPER 25500 Bm; eantariba 


Ctoaa 

Previews 

Htflb/Loar 


Jan 

0850 

9820 

90.70 

0X70 

Feb 

8820 

8X00 

9050 

9X70 

Mar 

00-10 

BB50 

9026 

0855 

Apr 

9825 

9020 

0X80 

9850 

May 

8853 

9026 

9X70 

9840 

Jun 

9056 

9826 

BB5D 

9850 

Jul 

9850 

9050 

9940 

9X60 

Aug 

8056 

9050 

0 

0 

Sep 

9020 

9028 

9820 

9X90 

Oct 

9820 

0026 

0 

0 

i 

* 

1 


Ctoaa 

Previous 

Hlgli/Uw 


Mar 

14430 

14X46 

vu.ro 

14320 


14520 

14320 

14620 

14356 

Jui 

14S25 

14450 

14X80 

14450 

Sap 

14225 

14150 

14X80 

14250 

Nov 

13X00 

13256 

0 

0 

Mar 

13X50 

13240 

0 

0 

May 

13X00 

13240 

0 

a 



Latoat 

Previous 

HgULm 

Mar 

1 X00 

1X17 

1X23 

1X70 

Apr 

1922 

m» 

1957 

1823 

“*y 

10.10 

1X31 

1X40 

T954 

Jun 

ia.ii 

1X20 

1956 

1X10 

Aug 

18.12 

1028 

1X36 

IX ID 

Cap 

1956 

1X23 

1X31 

1X10 

Oct 

1926 

1X28 

1X30 

1X10 

Nov 

1X10 

1X28 

1X28 

1X26 

Deo 

IX to 

10 ^ 

1X20 

1X20 

WATS* OX 42200 US grta. conte/UB gels - 


Latest 

Prevtoue 

M0I/LOW' 

Fab 

6360 

6410 

8*80 

6880 

Mar 

8400 

6421 

6470 

0970' - 

Apr 

6320 

6340 

6370 

earn 


8280 

9248 

6290 

6286 

Jun 

3210 

6220 

6290 

«w 

Jut 

SZ2S 

8220 


JEZ5 

Aug 

6306 

6300 

0316 

6300 . 

Oct 

6830 

6630 

0 

0 . - 

Ho* 

8880 

SOW 

BOBO 

0880 

COCOA 10 tomascS/tomes 


Ctoaa 

Prevtoua 

Hgfa/Low 


Mar 

1 W1 

1170 

1107 

1108 

May 

028 

1210 

1236 

1223 

Jd 

1206 

1286 

1270 

raw 

Sap 

OSS 

1206 

1208 

1200 

Dec 

1388 

1323 

1333 

1838 

Mar 

1306. 

1MB 

1370 

1984. 

May 

1380 

1376 

0 

0 

Jul 

1400 

1396 

0 

0 

Cap 

1438 

M28 

0 

0 

Ok 

I486 

1468 

0 

0 

C0(K yS" 37500toc content* 


Ctoaa 

Previous 

Mgh/Low 


Mar 

7X05 

7425 

74J0 

7820 

May 

7X70 

7X56 

77JO 

7846 

Jol 

7X00 

7X70 

8020 

7926 

Sep- 

8246 

8220 

8320 

8X26 

Dec 

0X10 

8X10 

8X60 

8528 

Mar 

8X20 

0X16 

8820 

0X60 

May 

szoo 

8X78 

0 

0 . 

r . m , 1 um i -1 -i „ m 


Ctoaa 

Prevtooi 

Hlgh/Low 


Mar 

824 


820 

828 

May 

844 

841 

845 

054 

54 

846 

844 . 

847 

056 

Oct 

840 

849 

XBO 

820 

Mar 

&63 

RiM 

X93 

846 

Urn, 

Xso 

822 

0 

0 

COTTON 60200; aanta/iba 


Ctoaa 

Prevtoua 

Mgh/Law 


Mar 

8X96 

6 X88 

6426 - 

6359 

May 

6628 

6627 

6 X88 

5852 

Jul 

6720 

5X90 

6740. 

6001 - 

Oct 

8X40 

3X41 

6X70 

mm 

Dec 

0020 

0X17 

8X00 

6020 

Mar 

61JS 

01 JO 

0 

0 

May 

8250 

0X22 

<026 

8256 

Jul 

0200 

8256 

0 ' 

O ' : 

I tooten 

I RBUrao (0—: September IB 1031 

- 100) 


Jm29 

Jan** 

mnHi ego yr ago I 


168X4 

18942 

1684.1 

188X7' 1 



JanXB 

- Jao27 

nmto agoyrage’ 

Spot 

11X82 

11 X20 

_ 

12223 

: Futures 12X83 

12202 


SBS24 


Chicago 


•OYAKANS 6,000 bu min; oaotafSOto bushel 



Ctoaa 

Prevtoua 

KlgWUm 


Mar 

0760 

881/4 ' 

886/0 

67MD 

May 

muz 

888/2 

682 a 

000/4 

Jut 

58810 

098/4 

001/0 

602/4 

Aug 

sum 

6000 

004/0 

6B9/D 

Sep 

8000 

003/4 

608/4 

0 OH) 

Nov 

607/0 

011/0 

014 /e 

607/0 

Jan 

6W4 

619/0 

823/0 

618/4 

Mar 

828/4 

028/4 

880/0 

020/4 

0 OTA0UW OB. 80200 fee; canttflb 


Cteae 

Prevtoua 

MW/Low 


Mar 

■ra 3ft . 

7X48 

1X00 

1X89 

May 

1X07 

1X70 

1X80 

1X07 

M 

1928 

2054 

20 . M 

1XB6 

Ang 

2X1S 

2X19 

on ftp 

2X15 


MM 

anaa 

2042 

2028 

Oct 

2056 

2058 

2042 

2X36 

Dec 

2058 

2X74 

2X07 

2X06 

Jan 

2026 

2X70 

0 

0 


OOrAMAM HEAL WO tone; S/ton 



Ctoaa 

i imoiB 

MsMjow 


Mar 

1782 

17X1 

1802 

17X7 

May 

17X1 

18X2 

1012 ' 

T782 

Jid 

1805 

WL1 

1832 

18X1 

Aug 

18X7 

1812 

1882 

10X6 

Sap 

1822 

18X6 

1042 

1812 

Oct 

1982 

18X5 

1982 

1982 

Dec 

19X5 

1902 

annft 

1982 

Mar 

2012 

20X5 

2012 

2012 

■ABB 0200 bu min; cwtta/MB> UMU 


Ctoaa 

Prevtoua 

Mtfl/Law 



Mar 283/2 


Doc 288M 


284/2 

270M . 271/2 

274/4 273/2 Z78/D 

271/2 271/4 272/4 

268/4 atom 

27414 274/0 278* 

27SO- 27W4 


28310 

280/2 

274/0 

270/8 

287/4 

273/4 

27B/0 


MAT 6200 bu min; cona/BOfc-buabel 



Close 

Pravtom 

Hlgh/Low 


Mar 

441/4 

- 437/4 

442/0 

438/4 

May 

421/2 

4W4 

422 m 



8B7M 

388/0 

mm . 


sre 

901/4 

“ 301/8 ' 

301/4 


Deo 

aggra 

580/4 

4DWD 


Mar 

401/0 

400/0 

401/0 

590/0 


IJW CATTLE 40000 tea; osras/lbe 


Cteea Pterioue Mg/VLov 


Feb 

7822 

7826 

7027 

7X72 

Apr 

7727 

7X72 

7720 

7X07 

Jun ' 

7222 ' 

7222 

. 7X48 

7X10 

Aug 

0X00 

6827 

0022 

8 X66 

Oct. 

0X07 

0X20 

0000 

0026 

•Dec 

7050 

7020 

7050 

8020 

- Fob . 

7020 

0X50 

’ 7020 

8020- 


UKHOM 40*00 Or. ceetoAs 


Pravtoua, Hgh/Lonr 


Peb,. 

Apr 

Jm 

M 

AUO 

oa 

One 


41.1C 

404)0 


•41,48 


4448 

43.17 


4t.18 

40.10 

44.10 4427 

44AT 4455 

«-17 4348 


4387 

O . . 


4318 

44J0 


-ywwhato tUgH/Um 


4030 

2080 

4380 

4417 

43418 

4006 

4310 

4485 


Mar 

May 

JUT. 

Ang 


3372 

.344 

3380 . 

3427 


3370/ ' 3325 
*4JT 3440 
. 3340 
3*40 
8477. -3300 




i- 

Wf 


At 


-Y 




84.75 

3U8 

3480 




. UHL 




T ~ 
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LONDON STOCK EXCHANGE 


Initial losses in equities soon reduced 


FINANCIAL TIMES STOCK INDICES 
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^ Tanfy Bytand, UK Stock Market Editor 

- THE UK stock market bounced ■■■ . 
back from early losses yester- —g” 8 *” 
*w, wJBi firmness in starting 
Jua a wradstogstart on Will . 

Stfeef WptoKrOf&et the ndld jL » 
Vfiflanpointment which had li n»rtram~ 
niskd RreSdent Bosh’s State - Jma * 

ottiw ’Unioo message. Equity 

trifling in: London remained - . - - 

i mimB tessire but UK opinion uo « him 


Jan Jan 

27 24 


QovMinflai S*ca 87.90 87.8487.74 87,70 87.74 34.D4 6784 B2.17 1274 <ai 8 

-- (18/9/B 1) (2/1/91) (9/1/35) (3/1/75) 

FOwd Intarut 100,88 99.98 9386 B9.87 9951 91.86 100.68 9059 105.4 5053 

- — (29/1/92) (2/1/81) (28/11/47) (3/1/75) 

Ordfawy Share* 19K5 1973.0 1068.4 18445 19635 16865 2108.3 1606.3 2108.3 49.4 

-.- (2/9/81) (16/1/91) (2/9/91) (36/6/40) 

Qo “ “«*■ 14»5 1533 1525 1525 1545 137^ 2228 1275 7347 *a" S ' 

____ (11/7/91) (22/2/91) (16/2/B3) (36/10/71) 

FT-SE100 Shara 2S46.5 25625 2S395 2S10.4 23255 21525 2S72B 2»J5 26795 55T~ 

_ (2/9/91) (16/1/91) tgggl) (2377/B4) 

FT-SE Eurotracfc 200 116932 117840 117 Bl 71 1164.15 116657 83838 imS B32K iiii 83882 


1991/93 

Wflti Lc 


Sinca Compl laden 
Mph Law 


' poQ^ceutiiumd to favour the 
decrial Inspects of Mr John 
Malor‘8government, and the 


Ute hcprovament in sterling 
revtarf optintfsm for an early 

cntiddonrestlc base Tates. 

I fl» FT-SE Index closed at 
nc^jrfai the final loss of 6.5 
rtav renresentkur a two- 
inttial 

u RgR. Equities gave ground 
<iv early trading in London, 
ta&jng off Wafi Street’s peak 

Bash's speech^ 


:ct 

•'' A'-’Jtsr 
m \y •• 


ICfS n 


- - i-; 0- 

■A I 1 






s 

v.-rf 


NEARLY 10 per cent of the 
equity of Hrsfldanre, the big¬ 
gest pure UK leisure group, 
was into the market yes- 
■ terday by Loudon Merchant 
SecnSttae; a move which left 
the town bowling and disco 
aerator down 8 at 296p. The 
Bnebf lKSM shares was placed 
at why Cteenove. 

The plaring was seen in the 
market. as an attempt by Lord 
Bayne, chairman of London 
Merchant, to introduce some 
Timikffiy-fetotiiie stock of First 
Lusdie; where he is a director 
and doe bo take the chair in 
November from Lord Delfont 
iondmx Mefchant’s stake in 
FirstLeisure has now been 
reduced per cent 

Last night, First Leisure 
chief aaj but iv e Mr John Con- 
fan said:understand that 
Loniton itechant wanted to 
reduce its stake In First Let- 
sore to below SO per cent of 
Merchant's own market capi¬ 
talisation.’’ 


~ Fisons active 

Fisons advanced 13 to 382p 
_ In heavy turnover of &3m 

~~ shares on farther consideration 

of a product relicensing and 
renewed bid speculation. There 
was also busy trading in 
fisons in the .options market. 

The pharmaceuticals com- 
.« pany has announced that it 

i: wBl- restart manufocture of its 

;t eye preparation Opticrom in 

the UK, following regulatory 
z “ approval Opticrom is cur- 

j; renfiy banned in the US and 

i; the nuve was seen as the first 

■ “ stags of its reinstatement. 

f_ Also, market talk continued to 

^ see foaemnpany as vulnerable 

tapredators. Analysts Wt that 
,T, news of the Hanson decision 
against bidding for Id has left 
toe m art”* casting around for 


While the UK market was 
keeping a dose eye on Wall 
Street, investment confidence 
also continued to suffer from 
the pessimistic tone of the lat¬ 
est business opinion survey 
from the Confederation of Brit¬ 
ish Industry, which indicated a 
big foil in confidence among 1 
UK businessmen. 

UBS Phillips & Drew com¬ 
mented that the survey im piioci 
that weakening in the supply 
side of the UK economy "bodes 


manufacturing difficulties.” 

Smith BTHne Beecham, down 
5 at 918p, saw good two-way 
business as selling was encour¬ 
aged by a forecast profits cut 
by County NatWest and b uyer s 
moved in on weakness in the 
stock. 

Dollar weakness and good 
results from Merck, of the US, 
the world's largest drug com¬ 
pany, adversely affected Glaxo, 
which fell nearly 20 at one 
stage before recovering to dose 
7 off at 848p. Merck pointed to 
the very healthy performance 
of the anti-ulcer drug Losec, 
which is a direct competitor to 
Glaxo's principal earner Zan¬ 
tac. Further, Nomura was 
advising clients to take profits 
tn Glaxo. 

Food and detergents group 
Unilever gained 8 to 921p 
against the market as investors 
took heart from a solid rise in 
second-quarter earnings from 
Procter & Gamble. 

International trading group 
Lonrho, already hit after 
reporting a lowered dividend 
and sharply reduced profits, 
suffered a further blow yester¬ 
day on a report that it would 
lose its UK import and distri¬ 
bution contract with German 
carmakers Volkswagen and 
Audi which expires at the end 
of 1993. The shares fell 8 to 
115‘Ap in spite of a rfahn by 
Lonrho that it hopes to extend 
the contract 

ffatrtinn ahnari of a television 
documentary last night left 
Hanson 5 off at 203p with 12m 
shares traded. 

British Gas was among the 
best performers among the 
Footsie constituents, the stock 
advancing 5% to 248p an good 
turnover of 5Jm shares. Spe¬ 
cialists said Gas shares were 
stimulated by an aggressive 
institutional buyer responding 
to G as’s yield attractions, 
strung demand in the options 
market and sane brokers reaf- 
firmining their buy recommen¬ 
dations. 

Oil majors diverged, with BP 


ill” for the trade performance 
when domestic activity recov¬ 
ers. Nor was there any relief 
yesterday from the steady flow 
of corporate profits downgrad¬ 
ings for leading UK co mp ani es 
by City analysts. 

The big investment funds 
backed off from equities yester¬ 
day, and the Seaq network 
reported volume of 549.7m 
shares, little changed from 
Tuesday’s 551.8m; retail vol¬ 
ume on Tuesday totalled an 
unexciting £952m. 

The reduction in institu¬ 
tional demand for UK equities 
Is believed to reflect the uncer¬ 
tainties introduced by the 
apparent opening of the UK 
election season, which has 
brought increased focus on day 
to day opinion pall readings. 

Utility stocks, seen as at risk 
hi the event of a Labour elec- 


outperforming the market and 
Shell substantially underper¬ 
forming. US fUnds were said to 
have switched from the latter 
to the former. Much of the 
switching was said to have 
been earned out overnight and 
in the US. with the remainder 
transacted in London early in 
the session. 

BP eased a fraction to 289p 
on heavy turnover of 9.6m 
shares, while Shell declined 8 
to 484p on 3m. County NatWest 
issued a note detailing a cut In 
oil demand growth in 1992 and 
mentioned “very poor Q4 earn¬ 
ings from the US oil majors”. 
The broker said it expected a 
dull pattern in the oil stocks to 
continue over the Q4 results 
and the forthcoming February 
Opec meeting, but said it 
looked for Shell to prove more 
robust than BP. 

There have been ominous 
rumblings of exceptionally 
poor Q4 figures from BP, 
expected on February 13, with 
the market bracing itself for a 
sharply higher tax charge. 

Turnover in Lucas Indus¬ 
tries soared to a five-year high 
as llm shares changed hands 
after UBS Phillips & Drew 
weighed in with a hefty profits 
downgrading. 

Hie securities house reduced 
its current-year figure by £40m 
to £20m and the following 
year's forecast by 50 per cent 
to £45m. Mr Tony Lancelot, at 
UBS, said; “Competition is 
intensifying in many areas 
where Lucas operates and 
recovery is becoming more dis¬ 
tant" Hie shares retreated 6 to 
U2p, although dealers noted a 
certain amount of "bottom 
fishing”. 

Dowty Group was another 
victim of a profits downgrad¬ 
ing. The shares lost 7 A to I35p 
after Smith New Court reduced 
its current-year profits esti¬ 
mate by £3m to £19m and next 
year’s by £6m to £27m. 

BM Group continued to bask 
in the glow of its bid for 
Thomas Robinson announced 


NEW HIGHS AND LOWS FOR 1991/92 


. KMnwort Benson continued 
to be active in the stock yester¬ 
day, ft has been a buyer since 
the new year, when it singled 
FIsans out fin* recommendation 
in what it otherwise sees as a 
neutral sector, arguing that it 
tooks very cheap in the light of 
1998 earnings- Many of the 1993 
hopes are pinned on US 
approval for the company’s 
antf-frufom” drug Tfiade. 

- Commenting on the recent 
speculation, Ms Barbara Arzy- 
inanowof Ktetowurfs pharma¬ 
ceuticals team said: "Compa¬ 
nies specialising in asthma 
products must; he noticing that 
Flsous’ problems only relate to 
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APPOINTMENTS 


Electric atmosphere in 
Northern Ireland 


While Northern Ireland’s 
electricity privatisation pro¬ 
gramme remains mired in 
political frlfftailtiss - with the 
postibffity, toto fits bargain, of 
a reversal entire endea¬ 
vour in the event rf a Labour 
victory in the UK Section - 
some of- the' key players are 
taking up theft portions for 
the forthconfingfray. 
vNarthem ftelahd^Electricfty, 
vrinch is set to become a public 
limited cahqpeny'at the end of 
MarrfjL With pesribte flotation 
towards tbs end of the year, 
lost its Yorkshire-born chief 
executive Tony Hadfleld who 
was lured' to Newcastle last 
October as the hew managing 
director of Northern Electric. 
NS has now found a replace¬ 
ment in o-yearoW Ulsterman 
Patrick Bortoi (below left), 
who. has -been to Dublin in 
recent years- as new business 
investment^ director of the 
Btoctxicfty Supply Board in the 


As NIK battles its. way 
between, the competition- 
minded department of eco¬ 
nomic development and an 
array of Ulster pohtklans fear¬ 



ful of job losses and fighting to 
defend the "public sector 
ethic”, it is for from clear quite 
what sort of organisation 
Haren wifi head from March 
31. 

Meanwhile, economist Geoff¬ 
rey Horton (below right) is to 
become director general of the 
province's electricity regulator 
which is designed to come into 
bring on Apnl 1. 

Stephen Littlechild, director- 
general of Offer, the electricity 
regulator in England and 
Wales, had declined the north¬ 
ern Ireland post saying his 
workload was too heavy. 

The Northern Irish (tear wifi 
be a separate entity, but with 
dose links enabling it to tap 
into the experience of the lon¬ 
ger established regulator. Hor¬ 
ton Mmsftif will be based in 
Birmingham, spending perhaps 
two days a week in the prov¬ 
ince. 

Horton, who la 40, has also 
been working part-time as a 
consultant to the National Eco¬ 
nomic Research Associates 
although he wifi give thls up 
when he takes on Northern 
Ireland. 

He previously worked at the 
Department of Energy and 
played a significant part in the 
reorganisation and privatisa¬ 
tion of the electricity industry 
in England and Wales, as well 
as hefag involved in setting up 
the regulatory regime for 
Northern Ireland. 


■ Gail Gunderson, formerly 
director, firmnEe and 
fldmiTiiB t rarfnn for VAUXHALL 
MOTORS Ltd, is appointed 
executive director, finance at 
Adam Opel in Rnsselsheim; 
his place is taken by Henry 
Blages, formerly director of 
finance for General Motors 
Europe, in Zurich. 

■ Nicholas Dupenois, company 
secretary and legal counsel, 
pnri Dai Williams, director of 
human resources, are 
appointed to the board of 
EATON Ltd. 

■David Ling is appointed 
finance di rector of 
DENSTTRON International. 

■ John McKenzie is promoted 
to sales and operations director 
of ELLIS & EVERARD. 

■Jack Dunn is appointed chief 


turn victory, again responded 
strongly to the apparent 
improvement in the govern¬ 
ment's opinion ratings. How¬ 
ever, many international blue 
chips were held back by weak¬ 
ness in the US dollar in which 
many of their profits are 
recorded. 

The exception was Fisons, 
the pharmaceutical group 
whose shares have traced an 
erratic pattern recently but 
have now attracted speculative 
support again. Elsewhere 
among the drug stocks, Well¬ 
come provided one cl the few 
firm spots, while Glaxo contin¬ 
ued to react from the strong 
performance during the early 
sessions of this year. 

Hie Footsie Index was held 
back towards the close by a 
dull showing from the leading 
Oil Stocks, With Shell r unning 
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last week. The shares jumped 
21 to 410p as dealers continued 
to appreciate the deal. News of 
US defence cuts weakened 
Smiths Industries, a military 
contractor in the US. The stock 
declined 6 to 280p. 

The power generators, where 
investors have until February 
4 to pay the next 70p a share 
instalment on the two stocks, 
moved sharply higher in the 
wake of recent broker recom¬ 
mendations. 

County NatWest was said to 
have given the stocks a strong 
push yesterday. They were 
additionally boosted by recent 
opinion polls indicating a Con¬ 
servative lead over Labour. 
There were also suggestions 
that a poll expected this morn¬ 
ing would confirm a Tory lead. 
National Power moved up 6 to 
224p and PowerGen added 7 at 
237p. The Scottish generators, 
which have underperformed 
the rest of the utilities since 
their flotations last summer, 
managed minor gains. 

Sedgwick, the Insurance bro¬ 
ker, tumbled 12 to 214p after 
some determined selling by 
one of the big US investment 
banks. 

Negative sentiment on hotel 
stocks continued following the 
news that one leading broker 
had received reports of poor 
end-of-year occupancy figures 
in London. Forte lost 4 to 231p, 
Savoy 'A' slipped 8 to 635p and 
Ladbroke eased 2 to 214p. 

Profit-taking in Airtours left 
the holiday charter group off 7 
at SSlp. Pickwick Group suf¬ 
fered similar treatment, follow¬ 
ing Tuesday's takeover hid by 
Carlton Communications, los¬ 
ing 5 to 235p. 

Nervousness ahead of 
today's Rank Organisation 


executive of BARBOUR INDEX 
and James Jordan company 
secretary. The company has 
been reorganised into four 
divisions and three mds have 
been appointed: Roger Bibby, 
Christopher Leonard-Morgan 
and Lorae Duncan. 

■ Alan Howard is promoted 

to md of KORES NORDIC (GBX 
■David Bradford is appointed 
a director of S DANIELS. 

■ Geoff Kneen, research 
director, and Hike Clydesdale, 
operations director, are 
appointed to the board of 


AGROCHEMICALS. 

■ Philippe Payen is appointed 
chairman of PHOTO-ME 
International, following the 
death in December of Terence 
Chute. 


Clydesdale hierarchy 


Douglas Corner becomes the 
gf pml most important execu¬ 
tive of CLYDESDALE BANK, 
the Glasgow-based su b sidiary 
of National Australia Bank, 
muter a restructuring designed 
to Improve performance and 
.profitability. 

Corner, 47, becomes general 
.manager of the newly consti¬ 
tuted hanking division; Jack 
Queen, 48, is to be general 
manager of a strengthened 
financial services division; 
David Deeble, 52, becomes gen¬ 
eral manager of the new sup¬ 
port division; and Jim McN(til¬ 
lage, 51, becomes general 
manager of the new finance 
division which includes the 
bank’s treasury operations. 


Corner, who is promoted 
from running one of the three 
retail banking divisions, 
becomes responsible for the 
majority of the bank's employ¬ 
ees and for its principal inter¬ 
face with customers. 

He and Queen are tire inter¬ 
nal candidates for the post of 
chief executive which will 
become vacant when Richard 
Cole-Hamilton, 57, retires by 
the end of the year. Head¬ 
hunters are also looking at 
outside candidates; a derision 
will be made within two 
months. 

Meanwhile, Allan Diplock 
has resigned from the board 
and Max Bray has been 
appointed in his place. 


into a bout of international 
selling in late dealings. 

However, sluggish turnover 
in the stock market in no way 
inhibited the institutions from 
activity elsewhere in the City 
of London. Both First Leisure. 
Britain's largest leisure indus¬ 
try company and Medeva, the 
pharmaceutical group, featured 
in strongly-attended presenta¬ 
tions to fund managers hosted 
by UK brokerage houses. 

Stock market analysts con¬ 
tinued to pursue policies of 
stock and sector selection, 
rather th an trying to predict 
the general outlook for equi¬ 
ties. At Goldman Sachs, the US 
investment bank, Sushll Wadh- 
wani recommended a high rela¬ 
tive yield strategy and recom¬ 
mended food retailing, life 
assurance, aerospace and elec¬ 
tronics stocks. 


finals took 14 off the stock to 
585p as talk of rights issues 
and dividend cuts continued to 
circulate. 

Buying on economic recov¬ 
ery hopes continued to spur 
Scottish Television. The shares 
rose 15 to 755p, making a Jump 
of I7Ip or nearly 30 per cent 
since the start of the year. 

WJL Smith “A" shares were 
unchanged at 459p in spite of 
profit figures above most 
expectations and an increase to 
4ijp from 4p in the interim div¬ 
idend. The shares touched 468p 
in initial response to news that 
half-year trading profits had 
improved to £50. lm from 
£34J9m, hut receded after Sir 
Simon Hornby, the group 
chairman, said “consumer con¬ 
fidence remains at a low level 
and we see no prospect of a 
significant recovery in the 
economy over the next few 
months”. 

In a generally firm food 
retailing sector, J. Sainsbury 
gained 5 to 374p.' In contrast 
Farepak lost 3 to 270p after an 
increased half-year loss but a 
rise in the interim div idend. 

BET picked up from the 
day’s low after lt was 
announced that chief executive 
Mr John Clark and another 
BET director bought stock. Hie 
shares dosed 7 off at 152p. 

MARKET REPORTERS: 

Peter John, Joel KBmzo, 

Cofln Millham, Chris Price, 
Steve Thompson. 

■ Other market statistics, includ¬ 
ing the FT-Actuanes Shara Indi¬ 
ces and London Traded Options, 
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EQUITY FUTURES AND OPTIONS TRADING 


DEALERS OF stock index 
futures reported a dull session 
yesterday, with no follow- 
through on the strong buying 
which occurred in the lost few 
minutes of Monday’s trading. 

A strong opening had been 
expected for the March con¬ 
tract following Monday’s late 
squeeze and the firm over¬ 
night performance on Wall 
Street. However, there was lit¬ 
tle in the way of buying inter¬ 
est and sellers sent March 


driftin g lower. The poor Wall 
Street opening sent the con¬ 
tract to 2^62, the low of the 
day, although a recovery was 
seen late in the session as 
Walls Street bounced. 

March closed at 2^78, down 
16 from Tuesday and around 
16 above Its estimated fair 
value premium of 16. Turn¬ 
over was only 5,176 contracts. 

The traded options market 
also experienced a dull session 
with turnover reaching only 


22,820, down from Monday’s 
28,724. The FT-SE 100 option 
traded 4,018. Dealers expected 
a hig her total ahead of its Jan¬ 
uary expiry this week. 

Tesco was the busiest stock 
option following a late spate of 
trading. It traded 3^21 lots, 
with James Capel reported to 
have carried out a majority of 
the day’s business. This was 
followed by British Steel with 
a total of 1,676. Fisons was 
also busy, trading 1,493 lots. 
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Guide to pricing of Authorised Unit Trusts 

Compiled with the assistance of Lautra §§ 
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FT MANAGED FUNDS SERVICE 


• Current Unit Trust prices are available on FT CiiyUne. Calls charged stafonw mrte c h eap rat* 
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> Current Unit Trust prices are aval labia on FT Cityline. Calls charged at 36p/minute Cheap rate 
and 48p/minuie at all other times. To obtain a free Unit Trust Code Booklet ring (071) 925-212a. 
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__ CURRENCIES, MONEY AND CAPITAL MARKETS 

FOREIGN EXCHANGES 

Dollar weak on economic woes 


FINANCIAL FUTURES AND OPTIONS 
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□g.MOMtterf u»% 
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The dollar continued to trade 
lower yesterday on the foreign 
exchange markets as dealers 
digested the contents of the US 
budget package and the bleak 
outlook for the US economy, 
writes Simon London. 

Having closed sharply lower 
in New Tork following the 
release of poor consumer confi¬ 
dence indicators on Tuesday, 
the US currency fell further 
overnight In the Far East 

By the end of Tokyo trading 
the US currency stood at 
DM1.5895, from DM1.5997 in 
New York, and Y125.17 from 
Y125.79. 

In European trading, the dol¬ 
lar appeared to regain its poise, 
rising from early lows at 
DM1.5840 and Y124.75. How¬ 
ever, poor economic figures 
again contributed to a negative 
tone, preventing any sustained 
rally. 

US gross domestic product 
rose by just 0.3 per cent In the 
fourth quarter of last year, 
from 1.8 per cent in the third 
quarter, underlining the weak¬ 
ness of the economy. 

Details of the US budget 
package for the next fiscal year 
underlined that lower interest 
rates rather than tax cuts or 
government spending hold the 
key to recovery. The budget 
contains reflationary fiscal 
measures amounting to $20 — 
$25bn, rather than the $50bn 
injection which some econo- 

fi IN NEW YORK 


mists had called for. 

The US currency closed in 
London at DM1.5900, from 
DM1.5965 on Tuesday, Y 125.40 
from Y125.60; and $1.8065 
against sterling from $1.7955. 

Elsewhere, the D-Mark con¬ 
tinued to rally against the yen 
as traders unwound holdings 
of the Japanese currency built 
up last week, ahead of the 
meeting of finance ministers 
and central hankers from the 
Group of Seven industrial 
countries. The G7 meeting was 
widely expected to declare in 
favour of a controlled apprecia¬ 
tion of the yen. but no concrete 
exchange rate policy emerged. 

The German currency rose 
to a peak just above Y79, hav¬ 
ing hovered at around Y77 for 
most of last week. By the dose 
In London the D-Mark was 
trading at Y7&95. 

In addition to technical 
strength, the German unit is 
also attracting buyers on the 
basis of high interest rate dif¬ 


ferentials with the US. Money 
supply figures released on 
Tuesday and hard-line com¬ 
ments by Bundesbank board 
member Mr Otmar Issing have 
dispelled any concerns about 
an early cut in German Inter¬ 
est rates. 

Within the European 
exchange rate mechanism, the 
Spanish peseta remained the 
strongest currency and sterling 
the weakest. However, the 
peseta did not carry forward its 
recent appreciation against the 
D-Mark and traded around the 
Pta63.00 level for most of the 
day. 

This left sterling's floor, 
determined by its maximum 
permitted divergence from the 
peseta, little changed. The UK 
currency maintained a bouyant 
tone, with dealers encouraged 
by the publication of an opin¬ 
ion poll showing a slender lead 
for the government. Sterling 
closed at DM2.8725, from 
DM28875 on Tuesday. 
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MONEY MARKETS 


UK rates edge down 
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UK money market conditions 
were easier again yesterday, aa 
the heavy taxation payments 
which drained funds from the 
financial system earlier in the 
month subsided, writes Simon 
London. 

The Bank of England fore¬ 
cast a liquidity shortage of Just 
£100m early in the session, 
revised up to £200m later but 
very low compared with daily 
shortages of over £lbn for most 
of the year to date. The main 
factor yesterday was maturing 
assistance, draining £678m 
from the market However, 
Exchequer transactions added 
£690m. 

There was no clamour for 


UK daarbg bank but landtag rata 
1HJ5 par c*d 
(ran Soptnnbar 4, 1891 


funds In the slacker market 
conditions and the Bank of 
England refrained from early 
assistance. Later in the 
morning it purchased £40m 
band 2 bank bills at 10 % per 
cent 

Trtip flooigtanpo amounted to 
£10m, bringing the total 
liquidity injection for the day 
to £50m, £150m less than the 
forecast shortage. 

The unsecured overnight 
money rate was steady at 
around u per cent for most of 
the day and closed at 10 % - % 
percent 


Longer rates were also httte 
changed. Three month 
interbank funds traded at 10% 
- % per cent, slightly easier 
than the 10U - A per cent seen 
Tuesday; one month interbank 
money was 10 ft - % per cent 
also a touch easier. 

The March short sterling 
contract on the London 
International Financial 
Futures Exchange dosed at 
89.81, virtually unchanged, 
implying base tending rates of 
10.19 per cent by the Spring. 

In Frankfurt, call money 
rates moved higher again, 
continuing the trend set earlier 
in the week. Call money 
touched 9.70 per cent but 
settled at around 9.60/70 per 
cent for most of the day. 

The Bundesbank again used 
special powers to transfer 
funds held on deposit for the 
public sector to commercial 
banks. Similar action was 
taken on Tuesday and last 
Friday as the authorities 
attempted to hold down rates. 
Pension payments are draining 
cash from the market this 
we ek a nd putting upward 
pressure on rates. 

,1“ Tokyo, the Bank of Japan 
injected Y900bn funds in the 
face of a YlOOObn liquidity 
shortage. As a result call 
money traded up to 5% per 
from 5fi per cent on Tuesday. 

Three month certificates of 
deposit traded at around 5.10 
per cent, climbing from 435 
per cent seen at the end of last 
week. 
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-007 

9037 
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90X8 
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8X1 

0506 

Oscertw 

91X2 

9145 

•ao5 

91X3 

9L44 - 

855 

2289 


EsuaWBl rafune 19.425 Total Open te ws 52240 


CAC40 FUTURES (MAUF) Sbrt Index 


18970 

18820 

-00 

mm 

18700 

1L788 

19000 

18973 

-00 

19000 

1886.0 

• 5.611 

1922-5 

19120 

■6.0 

19225 

190L5 

8X04 


1929.0 

-00 

- 

- 

- 4334 


Ja wary 
Fcfanaq 
March 
Jure 

feiBut wi none 17,179 Tcul Open Mteresi 29X37 


EDI HOMOMTin 


Math 10934 UB.12 -0J0 

&tinuttd riAoce 3,264 Total Ope* l*trat6X87 


8X4 


X887 


OPnm H UK-TEBi FRENCH BOND OWTIF) 


Strike 
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Puts 
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BASE LENDING RATES 


Maoi&QBvaj - 

AJIkd TrElBaok- 

AlBBank_ 

• Heny/Wader- 

B&CMerctaurtBank — 

BrtkafBaroda_ 

Banco Bfltao Vizcaya... 

BaokofCypnE- 

BartflfteW_ 

BaAoMnTu- 

B«k of SaUad.- 

Bangoe Befge Lid- 

BardajsBw_ 

BodmotBart_ 

BrttBktfUUEst_ 

• BnmShipfej_ 

CL B»fc Hederland— 

GtiteANA_ 

QoMenliutsBadt._ 

Qpfeatele Baric- 

CMperatiieBai*_ 

Cootts&Co- 


% 

105 

105 

105 

10.5 

105 

105 

105 

105 


CeOtlycEHis_ 

tons Poplar Bk- 

DontarBankPLC_ 

DnasLairie. 


EquatorUBankpk— 

Enter Bart LinKof_ 

FkBKial&GBk Bank-. 

First Hatioaal Bart Pk. 
205 *flctetFtenj»AC)..„ 
105 Robm Fraser&Ptns.~ 

105 Girobank__ 

105 • Glides Iteon- 

105 • Harahns Bank.- 

11 HaagtteTrastPIc_ 

105 Harldilt&GeoInfBflk. 

105 tHBISamatl_ 

105 CNoare&Co_ 

105 Ko^aq&Saigtai.- 

105 Jilte Hodge Badt_ 

105 • LeopoldJsqdi&S ob._ 
105 UgfdsEtek 
105 


% 

105 

105 

105 

105 

105 

H 

U 

14 

205 

11 

105 

105 

105 


McDcBodl Donglas Bnk. 105 
HTdand Baric_ 105 


Mart Banking_ 105 

htWatmtaste_ 105 

Norton Bok Ud_105 

NlkredftKvtgageBank U 
Prawnoal Batt PLC— 14 
Rulngke Bank Ul 115 
AftafB*of&Dttatf._.. 205 
• Smite iWltotsa Secs... 105 

StedardCkutered_ 105 

758- 105 

Unaateic_ 105 

135 • United Bk of Kama.— 105 
105 My Trust Bart pjc..„ 105 
WestenTnrt_ 105 


105 

105 

105 

105 


Wstpac Bask Corp-_ 105 

VfWtKMfl L^law— 105 

VorishinBart_ 105 

105 • Membn of British Minted 
105 Bartieg & Sear Hies Hotses 
105 ‘ 


EUROPEAN FINANCE AND 
INVESTMENT PORTUGAL 


The FT proposes to publish this survey on 
4TH MARCH 1992. 

This survey will be distributed to 160 countries 
including Portugal. In Europe 92% of the 
professional investment community regularly 
read the FT.* 

If you want to reach this important audience, 
call 

Roberto Firth Alves 

Alameda Dom Afonso Henriques 78-2-D 
on 8082S4 (Lisbon) 
or Fax 804579 (Lisbon) 
or 

Lindsay Sheppard 
in London 
on 071 873 3225 or 
fax 071 873 3079. 


Data source:The Professional Investment Community Worldwide 1991 
{AIPG lnt‘1) 


In a flx.^get a fax 

ft CITY FAX oftets inimedbtt detivery by fax and post, of comprehensive A4 
repons and share price charts on European quoted compare® from £33. 

Call (071)702 4403 



DOES THE WEST CARE? 

Financial Times Business Weekly looks 
at the risk in delaying yet again a rouble 
stabilisation scheme for Moscow 

SKY NEWS 2030hrs 
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ACROSS 

I Very flimsy Tayside etty In 

distress (54) ' 

6 Quiet one’s steps (5) 

9 A near miss m tbs battle¬ 
ground? (6) 

10 Third man making notes, 
neriums. in rfmiir 

II Disc chipped in playing far 
the cup a0) 

12 Settle in ancestral hell (4) 

14 Small saloon far travellers 
(7) 

15 An ail spread between ends 

ofIincc5n?(7) 

17 Bud. a favour! (7) 

19 Skilful to hold a butcher's 
chopper (7) 

20 Common pub in gnat sup- 
_ ply (4) 
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28 Run off insularly with 
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agent (5) 

28 Perfumed crystals far city 
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GfiblMY tautitmuO 
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CANADA 


45.90 -0.10 

31.60 +0.10 

125.60 -U0 


“*+ Stock Mgh iMOuedna 

TORONTO 

MO pm prices January 29 

Quotations In cant* mb marked 8 

7600 AMMI Pr 610 19 19 

mmOAp+ttEa «% S 5b -b 

3U00 Air Cdm $e 47% g +1. 

®oo Alone En sis nil n% 

8100 MMOn SUb difib 1S% *% 

4S4100 Aftan AJ 524% Ml* 241* -b 

132100 Am Barr 582 Sib Sib -% 

700 Alee a 1 512 12 12 +% 



18.20 +0.70 



201100 CraumX A 

26300 Deatsan a ig gig io 

MOD Daflon Mb 8b Ml -b 

19900 Dotraeo siflb Mb iab -b 

21000 Doahm T« Mb a 8% +% 

13400 Omar toe rb d7b 7b -b 

T3800 Du Pom A ufi*2b 41b 42b +lb 

44700 DBM«fiKA 289 270 282 +41 

S7000 EchoBtaU u»J| 0% Ob -% 

101800 Emm Lw u86b «b fib +b 

1000 Empire SU 13 u% 

3600D Euro How Slab Wb 1 B% +b 


3c*KT* At 130 110 120 

BcaaP apai 111 S N 
Seed* Ho* (17 Mb 17 
C ta tfUw CB US143 141 14 

Sear* Can (10 Bb Ob 
SMCanA U(42 41b 41b 
Sherri# 0 H 7b 9 
SHL Sy*t SISb lib 11% 
SNCOraup IIBb 18b 17 

Sou* CM M 18 18 

Souom u|l8b 18b 18b 
BparAaro $»b i?% 16b 
Staieo A (8b dBb Ob 


miOO Bk ifontrl . 
37B200 Bk Non Sc 
29900 Kbgrti 
212300 BCE Inc 
HSU Balmoral 
1400 BGR A x l 
499400 emrtttoSn : 

17200 Bov Valley ; 

B3D0 BP Canada j 

1 55400 Bramalaa 
27B00 BoataBAi 
A20M Breakwater 
SOU BCTat 
2100 Brvncor 
1000 BnuMwIek 


44b 48 

21b 21b 
13b 13b 
•48b 48b 
14 IS 
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18b Mb 
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a "i 
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23 84 
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18 Mb 
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1600 FPI LIS (Mb 8b 8b «b 

48800 HhnatkVm uSIOb 10b Ub +b 

9300 Ftofltoa 614 13b Tfi% -b 

3U0D FttUm A S12b Wb tsb 

8100 Fords 823b 23b 29b 

11000 Four Sean C17b UIBb 18b -b 

218100 FmncoNav 628 2Sb Mb +b 

10300 Oalacuc 25 20 35 +fi 

2700 Gandls A 622 b 22b 22b 

22300 OtoMts OH 400 400 400 

1200 Oranges 122 122 IQ +2 

2200 am utoce sub 13b Mb -b 

2H»MC4iR 68 fib fib +b 

38300 aw urn* S17b 17 17b -b 

2300 HantoSi A Mb 6b 6b 

MM Hawker BM 623b 23b 23b 

18000 Ha** M Sis 1Gb 18 +b 

87800 Han*) Odd Sllb 11 11b -b 

48400 HoKIngar *«% 12b Mb 

11800 Hocna Oil S16 16 U -b 

153200 Horanaai sw% iob ub -b 

1000 HuMayUU uS5% 5% fib 

MOO H u daoiw Oi y SUb d28 28 -lb 

53700 Imaaes S37b 3Bb 37 *4, 

278100 tn*r Ml 140% 30b 40b +% 

322800 Inca SU Mb 88b -lb 

6 87000 ini Corona Mb fi fib +b 

30700 tmprvMpe 128b 27b Mb +b 

BOOemtap* S2Sb 25b Sb -b 

1400 Ivaca A 340 d340 340 -10 


S08U CAE bid 
28800 Camtaor 
1800 Cambridge 
56000 Camaco 
1500 CM RM 
381 K» tanenace 

244100 Canfanpak 
43S0Q Can Occki 
240500 Can Pee 
HO Can Tin > 
41800 ChTMAx 
54200 Con UDI A 
U00 Chi UU B 
1400 Canomaa 
11BU Cantor 
BOO CnfleForast 
BU Cara On 
y anri famw 
700 Crrianaw 
3400 Cmrl Ctap 
4700 Onafs Odu 
2000 Cmrl Fd A 
13900 Comlnco 
1700 Ccp u t al oo 


S7 Ob 8b 
38b 8 8 

S3) 18% 20 

oSUb 18% 18b 

48 48 43 

riO « • 

333b d32b 32% 

629 a 28% 

siab u is 

623b 22% 22b 
320b d20b 20b 
620b Mb »b 
620% d2Db 20b 

34 dM 34 
627 % 27b Z7% 

uM% 8b Bb 
Ul4Sb 45 45 

45 45 40 

319 310 310 

46S 480 480 

622b 22b 22b 

80 73 BO 



SI 9% 18b 18% 
611% 11% 11% 
U617% 17 17b 

3U 17b 17% 
524b 34 Mb 

S12% d12b <2b 
SUb disb 13% 
117% 17% 17b 
68% Bb 8b 
68b 8% 9b 


no UAP A *19% u% u% 
1600 UnkwEn x Sl+% 14b 14% 
miHWtapi (29% 28% 20% 
3400 UUDomind uSlib 11% li% 

B900 Vkamy Ri 489 0470 470 


23500 Tack B 

WOO TotogtatM 

104400 Thomaon 
171000 Tor Darn Bk 
2900 Toraar B 
7600 TotalPHAlB 
82300 TranaAM 
78000 Traiacan P 
90300 Trimaa 
72800 Trlxac A 


0900 vkaray Ri 489 0470 470 

3000 VTcoaal E 620 s®% 16% 

BOO Utaakm Geo *30 37 % 3fi 

8200 1MC B *19 13b 13% 

f - No voting right* of Mrictod «dtaip i 


3000 Jaimock 
300 Karr Addle 

11200 Laban 
04100 Lac Ulrfa 
ISOO Latarga 
8700 UkUw A i 
138600 UMavBx 
100 Laarata Bk 
TOO Lanai Gp 


817% 17 IT -b 

51G 16b 18 

SZ7b 37% 27b -b 

68% 8b 8% +% 
(M% 18b 18b ~b 
613b 12 13b +b 

mb 13 13 -b 

621% 21% 21 
Mb dBb 8b ~h 


MONTREAL 

3.-00 pm prktm January a 

IDIlMBoMaBi 818% U% Mb 

B2K Camator Mb 8% ■% 

109800 Cantoip Bk 933 d32% 32% 

BOO CanUarconl l4T8b M 16 

00000 Ca«caoaa uUb 8% 8% *% 

8300 DomtaTm A Mb fi B -% 

noo llataaanHm 812% 12% 12% +% 

129400 NaSk Can S12b 12 13% 

8400 PrW+go Mb Mb fib -b 

3100 Owbacer A 114% 13% 14 +b 

3300 Tataglobe S11% 11% 11b +% 

37300 Vktootnm uSlBb 19% 15% -% 

Total Satoa 10^80,000 itiarM 



2.340 +10 

3.500 -20 

1,910 -25 

2,040 -30 
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3272.14 3240j41 3Z3278 3228.74 

Hon Bata 

9954 

91.43 

9952 

99.44 
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135832 136832 134229 1384.72 

rnmtta 

21351 

213.45 

21407 
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STANDARD AND POOR'S 

CBMHltet 414.% 414.99 4U 


414.% 414.99 <15.a 414.96 420.77 

05/1) 

492.48 49251 49286 492.01 49927 

115/1) 

3454 34.49 3453 34.45 35.14 


(17/1/921 0/10/81) 


arm wot 


ajlim 0/4/32) 


41264 420.77 4.40 

CO/1) 05/1/9!) Q/6OT 

490.04 49927 162 

01/1) 05/1/92) QUbfSD 

3382 3524 Bj64 

(21/1) 19/10/89) 0/10/74) 


29 JO -0.25 
LL70 +0.10 


RV5E Gompodu 228.95 22B.94 229.72 22BJ9 

taa UK. Vitae 412.71 412.48 41142 41427 
NASDAQ CompMta 62129 62L00 624.68 622J6 


Dtffl AMhn OB/12IM 


BEUSO/ira) 


CSoadanSE D/UHB 


up trial marm 

FRANCE 

CAC Gcanl OU12/8ZI 
CAC 40 0102/871 

Q&fetMNT 

FUAUkn (31/12/50 

Coaimnhnk Q/12JSU 

woman 


41359 413.96 40729 40411 1 413.96(201) 


U81M 1IS3.7B 115)30 117821 


IHH81 


36140 3626) 36U0 36096 1 3652905/1) 


m\ 


5M41 503.98 

1H79AI 1990 60 

U0 93 me 
19275 193L1 

167240 UB10B 


50398 49523 

UM27 W992 

68420 67753 

19364 19183 
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NEW YORK ACTIVE STOCKS 


05/1/92) (31710/72) 


year ago (approx.) 
188 

year ago (approx.) 
j55 
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Bara Ou. IUL (1972) 

HIM 

UW 04/5/49) 

Tckje SE (Topri (4/1/68 
2N SaMta H/l/MI 
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220959 23Ml34 
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4403 C/l) 


37224 0/U 
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<7553(2/11 
1749.91 (2/1) 


4024 0/1) 
ISUSBOl) 


139149 ISIU 


50743 0/1) 


2045(30121/1) 
1549.43 d/U 
2283.71 GB/D 
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WaRWAY 
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FINANCIAL TIMES THURSDA Y JANU ARY 3Q A 992 j y 
■ ■ ■■ 11 , M I 111 1 1 ' 


3:00 pm prices January 29 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


CftYw 

_ W 3ta Ctoaa Pnre. 

MtfhLawStecfc Mr. to 5 100* Msh Low Quota Ctaw 

“1* 12% pm Carp * 0.48 3.415 99ut4% 14 W% 

28 22% A L Last A Ott 0.7 26 78 241- jgL jjl -l 

88% sets AMP Inc * IE 23 262370 86% 83% 84% +% 

ra'l 88% AMR 242S52 71 70 70% -1 

2% 1%AflX 2 287 U2V 2% Z% -% 

«%*6%ASA MOM 14 885 51% 5lSl% -% 
08% Q0% Abbot L«b 1.00 10 244838 63% 61% 81% 

13% 12% Abrbtri Pr 000 8017 j «% «% 12% 


11% 11% ACM Gvlto 10811.0 
10% 9% ACM GKtap 1.01 10.1 
9% BACMGdSp 0.17 18 
11% 10%KU&t5ti 108110 
8V 8% ACM Man 0.47 5.2 
12% 12% ACM Usnagd ICS M.7 
9% 7ImOttti 0.40 4.321 340 

5% 4% Acme EHfl 3 24 


11 % 11 % 


642 11% 

300 10% 10 10 

371 efl% 0% 9% 

6S9 11 10% 10% 

1B4 u9% 9% 9% 

97 12% d!2% 12% 
9% 9% 9% 
5 4% 5 


-i 

-H 


4 nlOB 108 109 

2 104 104 104 

13 u104 109 104 

Z100 104 104 103% 

12uI0% 10% 10% 
23 22% 22% 
18 17% 18 


a 

3 

3 

-% 


■ft 

+% 

-% 

~h 

“V 

a 

+u 

J* 

+% 


-% 


19% -% 
11% -% 


33% 30 Acusofl 201445 »% 30% 30% 

19% 1B% Adw Enpr I a48 U 0 SO 18% d1B% 18% 

15% KSMMMUPI £4018.6 8 14% 14% 14% 

6% 4% Adobe ftea e ise s% 5 3 

48% 42% Ad Micro 252 048 % 47% 48% 

21% 17% Ad Micro P 3.00145139990 u21 % 20% 31 

7 5 Advoal Grp 0.16 2.628 91 8% 6% 6% 

45% 42% Aetna U * 276 8.1 81897 45% 45 45% 

10% 8% AM A V 034 2.4 90 8(4 10% 10 10 

32% 29% AHac 688 30028% 29% 

17% 15% Almamon 058 5.1 61259ul7% 77% 17% 

22% 17% Altoan Inc 19 460 22% 21% 21% 

83% 72% Air Pr CtHn 080 I 0 18 848 81 80% 80% 

28% 23% Alrtone Frl 030 13 181313 26% 26 28 

24% 22% Atrgas Inc 110 177 23% 23% 23% 

11% 6% Alrtease 1.88153 A 32utl% 11 11 

102% 99% AMPwatS x 8.18 U Zl00ul03% 103% 101% 

26% 21% AioPw P(A SLOT 80 II u25% 25% 25% 

H» 104 AlaP*9.*4 X 9.44 os 
W8102% AM Pw 11 
104102%AtdlPe 9P l 800 80 
TOSIOOV AtebSUCi 838 8.0 
10% 10% AtaFwDpPI * O.B7 8.1 
23 S ?1% AMSto Air O-JO 0.9 SO 233 
18% 15% Albany Ini 039 1.9 64 110 
» 27% AJColyr 0 X 00* 08 25 59 28% 3 28 

25% 23 AKufvr A x 004 IS 20 13 23 % 23% 23% 

39% 38% Nbwmro x 050 10 201477 39 38 % 38% 

22% 19% Alcan Alum 000 281883624 21 20% 20% 

35% 33% Akw Stand 082 26 18 997 u3S% 35% 35% 

23% 19% Mm Ate i TJX) 45 20 653 22% 22% 22% 

25% 2*Alexanders 27 3 »% 24% 24% 

32% 27% Altegh Lud O-BB 2830 178 32% 31% 31% 

45 49% Allagh Pow 020 7.4 12 371 43% 43% 43% 

38% 22% Allan Gp x 1.75 87 48 28% 26 26 

23% 19% Allan Can 017 0 7 32 413 u23% 23% 23% 

34% 20% Allergan 036 18 231519 22% 21% 22 

37% 31% Allnce C« 202 S.4 19 411 u38% 36% 37% 

12% 11% Altnce CB 1B1U12V IS 12% 

10% 18% Aid Irfsti Z Ul9% 19% 19% 

48% 40% AHd Ste IDO £D2*«DBu*9% 48% 48% -M% 
10% 9% AlstMunTr 0.72 7.1 53 10% 10% 10% 

9% 9 AhflneOp x 073 7.7 252 o9% 9% 0% 

9% 9% AMMnlnc 072 70 116 U9% 9% 8% 

10 9%Ais*Wncx 006 08 162 9% 9% 9% 

40% 36% AJIuri Cm 1 46 3.7 18 243 40 % 39% 40% 

70% 61 Alcoa x 1.60 24 03133 68% 67 67 

10% 10% AmGcnrtnc 10616.1 129 10% 10% 10% 

8% 7% Am Prods 020 25 33 8 7% 7% 

22% 17% Amax x 080 40 174221 20% 19 

12% II Amu Gold 008 07 30 189 11% It 

% H Ambrae Cp 0 457 

23% 19% Amcast Ind 048 20 30 182 23% 23 

49% 43% Amerada Ha 000 132311414 48% 48% 48% -% 

% A Arodunt Crp OzTOO 018 % 0.18 40415 

■0% TOV Am Ad) R 0.77 7A St 10% 010% 10% 

29% 28Am Barrtck 04)5 02 4326BS 27% 26% 28% 

33% 31% Am Br275 275 8.4 48 32% 32% 32% 

48% 43 Am Brands 1.75 29 113570 45% 45% 45% 

37% 35% Am EMU M 096 25 13 7 37% 37% 37% 

27% 23% Am Bos Pnl 042 1.8 17 45 26 25% 25% 

7% 7% Am Cap tec 0.84 11.0 38 u7% 7% 7% 

20% 10% Am Cap Bd 1-68 80 34 287 u20% 19% 19% 

20% 19%AaCipCVi 1 JO 02 0 17 19% 19% 19% 

88% 60% Am Cywwd 100 24 181342 62 61% 81% 

34% 31%AnBP0*r 240 7.4 12 838 32% 32% 32% 

23% 20% Am Express 1410 4.8 193008 22 % 21% 21% 

44% 41% Am Gad CO 200 44 102026 *3% 42 42 

8% 8% Am Govl In 077 94 139 8% 8% B% 

37 82% MX WAR I 261 74 17 350 38 % 38% 35% 

38% 30% Am Horitga 1.08 £B IS 30 u37% 36% 37% 

84% 76% Am tom ft 260 3J 184I5B 81 79% 79% 

3 2% Am Howto 7 15 2% 2% 2% 

88% 91 % Am W Gi i 050 OS 123255 92%d91% 01% 

1% % Am burnt B 780 1 1 1 

5% 4% Am mu PI 20038.4 14 5% 5% S% 

11% lOVAmOpptec 26824.6 67 11 10% 10% 

43% 32% Am Prosdl 060 14 8 018 33% d32% 32% 

10% 8% Am Hal El 200202 8 108u 10% B% 9% 

1% {, Am Sav Bk 2051848 48 1% 1% 1% 

1% £, Am Sv Bk 02020.0 0 533 1% 1 1 

2% 2% AM Show 2 380 u3 2% 2% 

34% 31 Am Storm 0.70 22103886 33% 31% 31% 

41% 37% AT&T 132 38 1416722 38% 37% 37% 

18% 17%A>Nr»i 125 09 Z100 18 W 18 

28% 25% Am Wtt-1 003 3.4 11 26 27% 27% Z7% 

65% 62 Ameritech 382 58 131843 03% 83 83' 

38% 33% Asms hex 128 3.7 17 154 3S% 34% 34 

2% u Amn Dt SI 01592 % 

15% 13% Amotek Inc 088 48 17 850 15% V* 

11% 11%AnavSecx 185 9.1 1 18 11% II 

51% 46% Amoco 220 4.6185487 47% 48 
8% 7% AmpconB 030 OS 8 14 7% 7 _ 

12% 10% Amro Inc 012 1.0 37 114 12 11% 11% 

24% 21% AmsoiAh 180 6J 11 280104% 24% 24% 

5% 3% Aracomp 111502 5% 5 5 

24% 20% Anadarto 030 MZ71272 21% 20% 21% 

W% 9 Analog D« 30 431 10% 10 10 

4 30% Angelica 082 28 13 03 37% 37% 37% 

60% 56% Aahnflsdi X 1.12 20 172893 58% 56% 56% -C% 

27% 25%ANR PpoPf 280 9.7 10u27% 27% 27% 

42% 98% Anthem 20 153 40% 40 40% 4% 

12% lOAidhoiqr In 042 0380 95 12% 12% 12% -% 

43% 38% Aon Carp x 180 3.7 11 318 42% 42% 42% +% 

15% 13% ApadW Grp 039 28101415 14% 13% 73% -% 

11% H%Apaxllix>F 092 78 318u11% 11% 11% 

10% a% APR 1020 9% 9% 8% 

101 88% AppalPwPI 8.12 8.1 <100 u102100% 100% 

7% 5% Appld Mag 12 274 8% 8% 0% 

32% 28% AfttaOn x 010 03 183191 30% 30 30 

42 38 Arcs Oxx* x 250 0.120 898 41 40% 41 

9$ B% Are Alack 0 237 8% <18% 8% 

12% 10% Adda 188108 304384 10% 010% 10% 

34% 32% ArMa PI 380 90 325 33% 33 33% 

11% lOAddaExpi 020 10 52 37 10% 10% 10% 

37 32% Aim *9t l 480122 40 u37 38 % 37 

8 4% Armca Inc 32019 5% 5 6 

21% 19A(U02IPi 210100 5 20% 20% 20% 

30% OBAirosirong 120 4.1232184 28% 28% 20% 

29% 25% Anw B Pt 1.84 7.1 ElOO Z7 27 27% 

16% 14% Arrow Bee W 212 W% 10% 10% - 

10% 8% Artro Orp 4 708uKl% 9% 10% + 

24% 20% Aflrfn Ind 008 28 27 1201124% 34% 24% 

24% »% Asarco Inc 180 7.4231823 23% 21% 21% -2 

35% 28% AaMd Coal 040 1.4 11 285 28% 28 2B%4- 

33% 29%AaMnd 011 1.00 02 9 432 31% 30% 30% - 

14% 12% Ada Pro F 186 14 13% 13% + 

14% 12% Aaaol Inw 006210 B210Ul4% 14% 14% 

35 34 Aaa Nt Gro 012 00 34 810 24 022% 22% 

14% 12% AIMOne X 1.00 7.1 9 11 14% 14 14% 

260% 343% M IBdl 2 x 200 1.1 zlOO 230 250 280% -«% 

38% 33% AUnta Qaa 204 8.0 16 82 34% 34 34 

8% 8% AUnta Soa 040 03 13 35 7 6% 6% 

41% SSAUntc Eov 300 7012 207 40% 40% 40% 

1«2% 101% AH RWi x 500 5.1 171385 110% 108% 108% -«% 
0% 5% AOas 30 03 uB% 8% 6% 4% 

23 20% Atmos Engy 104 &0 16 W 20% 020% 20% 

13% ra%ABWdsA0n 048 30 11 369 13% 12% 13% 

9% 8% AudoMd SO 74 8% B% 8% 

9% 8% Augat 040 4.4 11 B5 8% 9 9% 

9% B% Austria Fd 014 1.8 431 8% dB% 8% 

40 41% HtWOBl 040 00 252586 43% 42% 43 

4% 4Awhxi Egy 8 2 3% d3% 3% 

26% 24% Awamoo 040 10 TO 71 26 25% 28 

30 25% Avnat Inc x 080 2 in 088 28 27% ZB 

4a 44 Aron Prods 1.40 20 162302 u40% 47% 47% 

28% 22% Aydln Carp 13 H» 27% 2S% 26% 


A A -A I 20% 17 Burl Coal 14 22 19% 19% 19 

23 23% +% 44% 39% Bixl Nonh x 1-20 20 232170 41% 40% 40 


11% 

IS 


-% 

+% 

+% 

+% 


ft 


a 


a 

*h 


-'% 


+% 

-% 

~% 

1 


43% 41 BCE 

16% 11% BET AOR 
7% 6% Balnea 


- B - 

2-32 50 111380 41% 41% 41% 
105 90 8 Bfl 11 d10% 11 

0J20 Ol 12 8 6% 6% 8% 


17 BaKar FeM 040298 275 18% 17% 18% 

18% BMm l 0.46 23 172559 20% 19% 20% 

22% BaWOT Etc 048 2018 28 34% 24% 24% 


37 Ball Cop 1-20 33 181134 37% <06 38 -1% 

__ 4% BaBy Mlg 02070 6% 5% 8% ^% 

34% 31% BaHUn QBE OIO 6.5 13 418 32% 32% 32% 

6% 5% Ban Bnwp 000 04 2 388 8% 6% 6% 

52% 48%8HlcOnx 1.05 2.1 192834 50% 46% 48% 

8% 2% HancFIrdo 1 89 6% 5% 5% 

29 26% BanCOBB V 1 j 44 52 ft 22 27% 27 27% 

20% 18% Banco Citfr 14 10 M% 18% 18% 

49% 43% BcmHmml X 100 20 11 75 47% 46% 46% ~% 

134% 117% SantfOg Inc 1JO 1922 2SZ ran 123Ji 128% 

42% 35% BanitAmrica 100 30 80x81 40% 39% 38% 

59% 55 Bar* Bod x Sl48 90 7 S9 50 89 

54% 31 ahBua F i 012 9.0 4u34% 34% 34% 

15% 11% Banll Bonn 040 2.7 112400 13% 14% 14% 

38% 3flaa*»«T« 102 40 SB96B7 u36% 37% 37% 

45% 43% BxiAAm A 025 7.1 21 45% 48% 46% 

77% 72% BanhAffl B 600 70 G0u79% 77% 79% 40% 

66% 62% Banker* Tr 2-BO 4.4 81613 84% 63% 64 -% 

29% 2 Bards ADR 1.76 00 14 3 28 28 20 

34 26% Bard 1C R1 048 10 281601 31% 29% 31% 44% 

38% 35Barnes Orp 100 OB 14 6 36 36% 35% 

37% 32% BamTO 8k x 102 3.9 102188 34 33% 33% 4% 

Si 4% Bondd 000 30 154030 6% 6 6% +% 

8% 7 Battle Mt x 0.10 133831142 8 7% 7% -% 

00% 61% Baimdi UnP 072 13212148 55% 63% 53% ~1% 

44% 43% Baxter Plf 030 7.5 40 44 43% 44 4% 

40% 32% Baxter 074 2.1 1710» 36% 35% 35% 

23% 21 % Sxy 9 CM i 1J4 09 18 56 22% 22% 22% 

22% 21% BdTr U38 103 8.2 23 22% Z 22% 

20% 16% Bow Stmt x 000 3.1 88411 18% 18% 19% 

45 43% BoarStPlA X 013 7.0 3 l>45 46 45 


♦% 

3 


VIAG1992: 
Sound basis 
towards new 
objectives. 

VIAG 

AKTJENOESELLSCHAFT 

Georg-voa-Bocselager-Str. 25 
D-5500 Bonn 1 
Telefax: (228) 552-2122 


Ch'ga 

1982 YU. P/ 3a Chop Pra«. 

IMiLow Stuck Wt. % E100* Wflh Low Quote Ooaa 

22% 18% Bearings X 064 £9 83 73 22 31% 31% -% 

20% 18 Boekmaa in 0..“ 

71% 94% Bocton Dhs 100 1 7 15 853 
27% 25% BakOng Hy 084 Z-4 “ 

48% 45% Bell Allan 2.52 50 
11% 10% Bafl h*o» 0 40 07 
52% 49% BanSoulli 2.76 5 6 
37% 30% Bekt AH A 052 14 
45% 39% Bento 004 1.8 
53 51% Banal •> jp XJO 81 

67% 80% Banal 060 4 0 
Z0% 18% Bananan A 030 10 
!i % Bangmt fl 
09W 6575 Berteh toy 
20% 18% Berlitz OSB 2.9 34 
13% 10% Barry Pair 040 4.0 19 14 

25 15% Bon Buy 

26 24% Bath St 2. 2.50104 

51% 47% BaWim PI 8.00104 
17% 12% DolMim SI 040 20 


131585 

18% 

dIB 

18% 

-% 

15 833 

71 

70 V 

ra% 

-V 

n 20 

28% 

»% 

»% 

+% 

134001 

«% 

45% 

45% 

-V 

51 IB 

10% 

410% 

10% 

-% 

152791 

«% 

d49 V 

49V 

-% 

35 224 

36% 

*% 

38% 

-% 

21 TO6udS% 

<3% 

«V 

-V 

2 

52% 

52% 

53 

+% 

12 466 

85 

64% 



16 24 

10% 

19% 

19% 

+% 

1 87 

ul2 

h 

% 

30Z100U8B50 

9875 

8950 

+25 

34 5 

19% 

19V 

19 V 

-, I 

19 14 

13 

13 

13 


ZZ ZES 

21% 

21 

21 

-% 

ZBS 

HV 

d24 

24 

-1% 

459 

50 

48 

48 

-21, 

IMM 

15 

14V 

14V 

-1% 


r!i 


8% 

20 - 1 % 


13% 

. 7% 

9% 9% 

51% 51% -2% 
ah Z3% -% 

6% 5% 

16% 16% 

17 17% 

‘ 33% 


8% Boueriy En 254347 9% 8% 

_ tfl Bkjcran 0.10 0419 442 21% 70 

27% 21% Blrmlngm 5 0 50 20 79 709 26% 25% 25% -% 

22% 10% Block 8 D 040 l 8 49H9DBu2a% 22 22% 4% 

42% 38% Black H PL 1.70 4.8 14 49 38% 038% 38% -% 

11% 11 BlksmAd* 008 80 71 11% dll 11% +% 

11 10% Blactal In 081 8.0 1011 10% 010% 10% 

11% 10% Blackal Tr 095 8.7 786 11 10% 10% 

41% 35% Block HSR 008 2.4 274458 39 36.% 36% 

14% 1t%BkKktma<r 1.10 85 248001 ul4% 13% 

8% 7% Blue CHp 076 90 133 7% 7% 

9% 7% BMC Ind 7 156 u9% 

54% 46% Boeing • 1.00 SO 11 MRS 53% 

24% 20% Bctoa Cose 060 20 9IS0S uZ4% 

6% 4%BdBIN> 006 1.1 20 162 5% 

17 13% Bordn Ctl > 208107 11 388 16% 

17% 14%B«*CkU» 108 70 122440 17% 

34% 32 Borden tec 1.14 04 132335 33% 32 

19% 18% Boatn Celt 203 11.4 11 4u19% 19 

18% 17% BnnE PIC X 1M8 02 14 18 17% 17% 

104101 % Boskt Ed 8 8 89 07 ZlOO 102 102 102 

26 20% Bowamr 120 5.0 201823 24 23% 24 +■% 

17% 14% Brazil Fnd 2073 u17% 17% 17% -% 

31% Z8% BRE Prop 2-40 7 7 151524 u3t% 31% 31% 

48% 41% Briggs B 5 100 30 181202 u49% 48% 48% +% 

39*4 34% Srtnkerint 34 740 36 % 35 35 -% 

90% B0% Bristol M £76 35 20206X8 81% 079>2 79% -t 

45% 41% Brit Alrwy 1.73 4 04781664 43 % 42% 42% 

49% 42% Brit Oaa 200 8 5 12 204 48% 44% «5% 4- 

66% 00% BP ADR 4.11 85 171188 63 % 83% 63% « 

30% 27% BP Prudhos 307119 8 205 30 28% 29% 

1% 1% BP WIS93 189 1% 1% 1% 

14% 11% Brit SIMl 1.7012.1 8 509 14% 14 14 

63% 58% Bril Tel x 2.72 4.0 9 790 89% 59% 59% 

20% 18 Broad Inc 020 10 153607 u21 19% 30% 

33 31% BridnPM * 047 7.8 B 32% 32% 32% 

30% 26% Brooklyn U 104 80 12 148 30 % 20% 30 

87% 76% BrnraFormofl £44 20 18 121 u9Q 86% 86% 

28% 25% Brawn Grp 1 60 50 IB 224 27% 27% 27% 

10% 8% BrawnBStxp 002 34 2 44 9% 8% 9% 

24% 21 BrawiWig F 088 3.1 172378 22% 22% 32% 

3% 2 BUT 2 165 u3% 3% 3% 

16% 13% Brunswick 0.44 20 £02064 18% 15% 15% 

14% 12% Brush Won 030 1.4 28 161 14% 13% 14 

28% 26% BactaneRx 2.80 80 11 68u2B% 28 26% 

16% 15% Bunker HU 1.68100 0 23 W 
13% 11% Burger K1 1.G012.4 15 12 12 



20% 

a%.. 

52% 407, Cyprus 75 175 7 3 298 48 47% 47% 
23% 20% c,pr.3 Uet 080 40 11 558 20% dl3% I3n 


0 39 u% H % 
61773 i:%d10'i H% 


15% 15% 
12% 12% 


-% 

-% 


37 33Burte Base x 0.70 20 243329 38% 35% 35% 
17% 14% Burnham Pc 1J6 70 50 49 U18 17% IB 


i 


A % 


- c - 

34% 31% CBI Ind X 0.40 1022 520 32% 32% 32% 

152% 138CBS hie 1.00 0.7 9 314 143% 140% 140% 

1 % % CCX Inc 1 10 ill % 1% 1 % 

% % CF Inc Uta 0.15300 0 124 A « 

19% 17% OSEaBrn ■ 048 £6 22371 18% 18% 18. 

104% 60% CNA FW U IBS 85 01% 81% 

9Q 63% CPC mu 200 £5 162833 85 % 84% 84% 

27% 24% CPI Carp 008 £2 13 264 26% 25% 25% +% 

80% 64% CSX 102 £7 142003 58 56% S8% -1% 

19% 17% CTS Carp 075 40 19 80u1B% 18% 18% 

33% 31% CaMe&Vnro 0J3 £3 19 308 32% 32 32 *% 

80% 52Caldairon 31)370 60% 68% S9% 4-1% 

37% 31% Cabot Corp 104 £8 22 134u37% 37% 37% +% 

12% HI % Cabot OIG 0.16 1.4 29 212 11% 11% 11% 

28% 23% CalnceOapi 373124 29% 27% 29% +% 

33% 30% Ciesam W1 181534 u34% 33% 54% 4-1% 

2% 1% CM RaM E 02511.1 8 87 2% 2% 2% +% 

4% 2% Called Inc 0.12 17 0 778 3% 3 3%+% 

25% 22% CaOmal Co 004 £0 35 48 u25% 25% 25% -% 

1 A Calton Inc 13096 ul% H 1 +% 

43% 36% Campbell S 070 1.7 471300 40% 40 40% 

A *i CampM Ra 1 80 u,; U IJ 

15% 15% Can Pae 028 10 73 512 15% d15% 15% 


Cm 090 £01171310 45 44% 44% -% 
lor 160 80II 508 18% 18% 18% -% 
Crp 0.40 OBZ73ia5u40% 48% 49% +h 
Hdsn 102 7.1 11 38 27 28% 26% -% 


475418% Cap Clttea 020 OO 17 197 43l%d41B% 423% +3% 

63% 57% Cop HMg x 100 £1 10 733 58% d57 57 -2% 

31% 24% Capsid 10 1.80 5.2 52 31 30% 31 +1 

35% 27% Capp'd Mga £98 7.9 It 499 34 % 33% 34 +% 

% % Caraoroom a 552 % % 

41% 39% Carlhde 108 02 38 38 40 39% 

3% % Carden Pc 2 330 2% 2% 2% +% 

20% 16% Cardna Fr x 060 0542 15 17% 17% 17% 

54% 48% Caratna Pw 018 60111838 50% 49% SO 

~ 45% Carpenter 240 4018 286 49% 49% +% 

1% Cottar Haw 0 804 ul% 1% 1% -% 

112% CantrWalx 100 0033 332 125% 120 120-2% 

22% Cased* N □ 106 99 11 8 22% 22% 22% -% 

41% CeterpUIr 0.60 19 262408 46% 48% 48% -% 
6% CDi Ctrp 38 88 u7% 7% 7% +% 

. 17% Cadar Fair 102 7.811 05 19% 18% 19% +% 

04% 23%CnHudCEPI 19B 8.4 2u24% 24% 33% -% 

47% 32% Canid Cro O 90 £01111310 45 . 

20 18% Cantartor 
40% 44% Centex O. 

28% 25% Conn- Hdsn 

.. 48% 48%CartrU>dX 288 5.7 12 97 47% 48% 47 

-% 22% 20Contr Main 108 7011 431 20% 20% 20% 

-% 22% 19C4nlr Nwap 0.40 1023 B 21% 31% 21% 

34% 30% Carft Vlnnl i 208 80 18 73 30% «0% 30% 

54% 50% CentrOSW 308 5013 810 53% 52% 53% 

34% 28 Century Tl 0.43 1 3 26 182 32 % 32% 32% 

27% 23% Champion 000 081631848 26 25% 25% 

11% 8% Chaparral x 000 1017 38 10% 10% 10% 

11% 8% Chan Haa 21120 11 10% 11 

02% «%Oaadl105« 50SW.1 38 92% 51% 52 

41 35%QatolPFi 300 90 98 1*41 40% 40% 

22% 17% Ch aaaite rt i x 100 50 62718 21% 20% 20% 

4 2% Chouse B 6 886 u4% 3% 4% 

48 42% Chroi Bk PI 308 80 61 u46% 45% 45% 

9% B% Cham Bk C 005 8.1 0 684 8% 9% 9% 

48 44% CiwmBkA4 4.45 80 19 u48 47% 48 

l £ Cham Big B 0.7681.1 0 148 it % |] 

29% 25 Cheated 200 70 80 338 25% 25% 25% 

30% 21% Owm Bkg 1.05 3025417*81 28% 27% 28 

20% Cham waate 000 00 28 854 21% 21% 21% -% 

28% 23ChaaapealM 0.72 2037 298028% 27% 38% +% 

70% 84% Chevron 300 11 112194 65%d84% 84% Hl% 

19% 134 Chic Mhak 26 5 u13B 136 135 -% 

79 TBCWcUlPf 500 13 15 u7S 79 79 

27% 24 Ctllla Fund 3.1811.7 68 27% 27 27 -% 

40% 36% CMqda B 000 1015 914 38% 38% 38% -1% 
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The FT proposes to publish this survey on 

28th April 1992 . 

This survey will be included in the FT of that day and will be printed 
in London, Frankfurt, Roubaix, New Jersey and Tokyo. It will be 
distributed in 160 countries world-wide. 

For further information about advertising in the survey, please 
contact 

Patricia Surridge in London Td.(071) 873 3426 fax 071 873 3079. or 
Nina Kowalewska in Warsaw 
TeU22) 44 77 05/48 97 87 
Fax (22) 48 97 87 
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REPUBLIC 
OF CYPRUS 


The FT proposes to pub¬ 
lish this survey on 
Much 23rd 1992. 

The survey will be included 
with every copy or the FT 
on that day and will reach 
over I million readers in 
some 160 countries world 
wide. 

In Europe alone, research 
shows that 54% or Chief 
Ex ecu lives of the largest 
Companies read the Finan¬ 
cial Times- 

To reach this important 
audience with an advertise¬ 
ment, please contact, 

Chris Schaanning 
in Birmingham 
Tel: 021 454 0922 
Fax: 021 455 0869 or 
KLirsty Saunders in London 
Tel: 071 873 4823 
Fax: 071 873 3079 







WORLD STOCK MARKETS 


FINANCIAL TIMES Thursday January 30 !■ 


AMERICA 


Package of tax, defence 
cuts disappoint equities 


Wall Street _ 

ALTHOUGH the president's 
State of the Union address to 
Congress on Tuesday night 
received a mated response 
from US investors yesterday 
morning, there was just suffi¬ 
cient demand in the market to 
lift leading indices to new 
highs, writes Patrick Harverson 
in New York. 

By noon the Dow Jones 
Industrial Average was up 3-35 
at 3.275.49. The more broadly 
based Standard & Poor’s was 
also firmer, up 2.77 at 417.73 at 
1 pm, with NYSE turnover at 
138m shares, while the Nasdaq 
composite of over-the-connter 
stocks added 4.99 at 626.28. 

Expectations had been high 
that Mr Bush would unveil a 
range of economically-stimula- 
tive measures in his speech to 
Congress, but in the event the 
package of reductions in 
defence spending and tax cuts 
proved a disappointment to a 
market looking for new rea¬ 
sons to invest in equities, and 
within half-an-hour of the 
opening the Dow was 15 points 
lower. Demand soon picked up, 
however, and aided by another 
strong performance from blue- 
chips, file market returned to 
record-breaking. 

Among individual issues, 
Philip Morris climbed $1% to 
$78 V, in busy trading after the 


EUROPE 


big foods and tobacco group 
announced fourth quarter 
earnings up from 95 cents to 
$1.16 a share. 

Du Pont also rose on earn¬ 
ings news, climbing Si‘A to 
849%. although the chemical 
group's fourth quarter loss of 
36 cents a share would nor¬ 
mally have been a blow to mar¬ 
ket sentiment Investors, how¬ 
ever, seemed convinced that a 
series of restructuring-related 
charges totalling more than 
$700m would prove beneficial 
to the company, and the stock, 
in the long run. 

Bethlehem Steel, which has 
benefited in recent weeks from 
heavy demand for cyclical 
stocks, dropped $1% to $14% 
on news of a big fourth quarter 
loss, the omission of its 10 
cents quarterly dividend, and a 
plan to reduce the workforce 
by 6.500. In the same sector. 
Armco tumbled $% to $5 after 
the company revealed a fourth 
quarter loss in the wake of 
charges and a warning from 
the steel group that it may lose 
more money in 1992. 

Going the other way were 
Black & Decker, up $1% at $23 
in the wake of a “buy” recom¬ 
mendation from the secnrities 
house, Salomon Brothers. Sev¬ 
eral Wall Street analysts 
posted positive comments 
about Black & Decker after the 
company introduced a new line 
of power tools to the invest- 


Bourses fall as Bush 
speech fails to impress 


MOST BOURSES moved lower 
yesterday on profit-taking, 
writes Our Ma rkets Staff. 

FRANKFURT made a techni¬ 
cal correction. After a 1.65 
decline to 680.93 in the FAZ at 
midsession, the DAX closed 
10.68 lower at 1.672.40 as vol¬ 
ume rose from DM5.9bn to 
DM6.4bn. 

Carmakers lost what they 
had gained on Tuesday, since 
the state of the union speech 
from the US president, Mr 
George Bush, contained noth¬ 
ing of the rumoured repeal, or 
cut in the US tax on luxury 
cars. Daimler Cell DM5.70 to 
DM746 and Porsche by DM16 to 
DM595. 

Deutsche Bank also lost 
what it had gained In London 
after hours on Tuesday, after it 
raised its dividend from DM14 
to DM15. It closed at DM700. 
down DM450 on the day and 
DM7.70 from its London price 
on Tuesday. 

Chemicals were weak after a 
recent improvement, while 
steels Tell by more than aver¬ 
age as they awaited strike bal¬ 
lot news. Retailers were mixed, 
with some authorities expect¬ 
ing first-half stagnation and 
others saying that the winter 
sales, which started on Mon- 
d ay, w ere going welL 

ZURICH extended Tuesday 
afternoon's adverse London 
reaction to the downgrading of 
Credit Suisse long-term debt by 
Moody's, the ratings agency, 
which also put Swiss Bank 
Corp on its watchlist 

The SPI index fell 10.4 to 
1,108.7, and bearer shares in 
SBC topped the active list as 
they fell SFrl9 to SFY292. CS 
Holding, the parent of Credit 
Suisse, had already discounted 
the downgrading and its bear¬ 
ers fell SFrS from the London 
overni ght p rice to SFr1,905. 

STOCKHOLM dropped after 
the cabinet's rejection of the 
proposed Volvo-Procordia 
merger. The Affarsvarlden 
General index fell 9.6 to 973-7 
and Volvo B by another SKr5 


_ FT-SE Eurotrack 1QO - Jan 29 

Hourly changes 

Open 10 am 11 am 12 pm 1 pm 2 pm 3 pm dose 

1140.44 1140.21 1139.20 1135.79 1134.96 1133.15 1132.10 113285 


Day's High 1140.50 


Bua tafua 10» 136/10/90) 

to SKr385. A story that the deal 
was a precursor to a merger 
between Volvo and Renault of 
France hit general sentiment 
Ericsson B fell SKr5 to SKrl24 
and Electrolux B by SKr6 to 
SKr242. 

The forestry sector was the 
biggest loser, down 22 per 
cent. Dealers attributed the 
decline to the fell in the dollar, 
which affects the profitability 
of exported paper and pulp. 

PARIS tried to turn higher 
after a mixed start but was hit 
by an uncertain opening on 
Wall Street The CAC 40 index 
fell 10.96 to 1,879.64, in turn¬ 
over of FFr2.4bn. 

Paribas, which Is backing 
the construction company 
Fougerolle's bid for SAE, fell 
FFr12.50 or 3.4 per cent to 
FFr355. Lagarge-Coppee fell 
FFr7.6 to FFr323 on rumours of 
a costly dispute with minority 
shareholders in its Spanish 
subsidiary Asland. 

Takeover speculation in the 
drinks sector lifted Pernod-Ri- 
card by FFr40 to FFr1,495. 

MILAN closed little changed 
as early gains inspired by 
Tuesday's record dose on Wall 
Street were wiped out by prof¬ 
it-taking. The Comit index 
eased 0.24 to 545.07 in turnover 
estimated at close to Tuesday's 
L87bn. 

Olivetti fell L70 or 2.6 per 
cent to L2.665 in thin volume, 
in response to news of a part¬ 
nership between France's Bull 
and IBM. 

Fiat hardly reacted to its 
1991 preliminary results 
announced after the close on 
Tuesday. Its ordinary shares 


Day's Low 1131.24 


closed L41 higher at L5.161, but 
then tumbled to L5.070 after 
hours. Fiat's results prompted 
some analysts to issue sell 
notes. James Capel said that 
there was a real risk that the 
dividend would be cut. and 
that with a 1991 earnings mul¬ 
tiple of 41.5 and a probably 
unsustainable historic yield of 
7.1 per cent, the shares looked 
substantially overvalued. 

AMSTERDAM fell back in 
moderate trading, with the 
CBS Tendency Index down 0.9 
to 121.1. DAF rose FI 0.60 or 22 
per cent to FI 24.80 on car 
industry talk that the truck 
manufacturer was a possible 
takeover candidate. Elsevier 
rose FI 1.80 to FI FI 103.00 as 
some analysts took a view that 
the publisher was undervalued. 
Nedlloyd pulled back FI 1.20 to 
FI 58.70 as the fun sparked by 
Tuesday’s supervisory board 
appointments wore off. Fokker 
closed unchanged at FI 30.0 in 
spite of earlier activity on 
reports that one of its aircraft 
was being considered by SAS. 

MADRID firmed during early 
trading but closed weaker, the 
general Index down 1.19 at 
253.87. Asland, the cement 
group, shed PtalOO to Pta2,105 
on rumours of a dispute. The 
construction group Orisa put 
on Pta350 to Pta4j50 on news 
of the takeover bid for SAE in 
which it bolds a 15 per cent 

ISTANBUL fell slightly in a 
continued correction after 
gains on Monday when the 
index rose above 5,100. The 75- 
share index closed at 4,98325. 
down 3635. 


FT-ACTUARIES WORLD INDICES 


Manila recovers after a series of disasters 

The Mt Pinatubo eruption could not stop the market last year, writes Victor Mailt 


ment community in New York 
on Tuesday. 

Disney, Procter & Gamble, 
and Merck, the three star per¬ 
formers on Tuesday on the 
heels of quarterly figures, 
maintained their npward 
momentum yesterday, clim¬ 
bing another $1% to £142%, £4 
to S107, and $3% to £156%. 
respectively. 

Russell Corp rose £1% to 
$39% on reports that analysts 
have forecast that the athletic 
wear producer has plenty of 
room for further growth and 
that its share price will con¬ 
tinue to post solid gains 
throughout the year. _ 

Canada 

TORONTO stocks recouped 
morning losses to trade nar¬ 
rowly mixed at midday. Most 
sectors were slightly higher, 
but there were few market fea¬ 
tures. The TSE-300 was off 0.45 
at 3,62280 in 13.8m shares, and 
advances led declines by 258 to 
231 with 224 unchanged. 

International Corona was 
among the most active stocks, 
up C£% at C$5'A. Corona will 
be the joint venture operator 
with Placer Dome on the Eskay 
Creek gold property. Placer 
Dome was unchanged at C$12. 

Other active stocks included 
Alcan Al uminium , off CS'A at 
CS24‘/ ; , and Imperial Oil, up 
C$% at C£40%. 


P olitical risk looms large 
In the minds of inves¬ 
tors contemplating the 
Philippines stock market. 

Starting from a deep trough, 
the market was south-east 
Asia’s best performer last year 
and continued to forge ahead 
in early January, encouraging 
brokers in Maxilla's Makati 
business district to declare 
themselves resolutely bullish. 

Mr Irving Ackerman, an 
American broker resident in 
the Philippines for 37 years, is 
in tune with the mood of his 
colleagues and rivals, but he 
recalls self-deprecatingly how 
he told the Makati Rotary 
Club, in November 1989, that 
Filipinos were about to enjoy 
their most prosperous period in 
years. A week later, a felled 
coup attempt of which eco¬ 
nomic effects are felt to this 
day destroyed confidence at 
home and abroad. "All the 
thing s I had said went into the 
trash can." he says. 

A series of disasters, includ¬ 
ing an earthquake, a typhoon 
and the Iraqi invasion of 
Kuwait, followed the coup 
attempt, and it was only In 
1991 - in spite of a severe set- 

ASIA PACIFIC 


back prompted by the eruption 
of the Mt Pinatubo volcano - 
that the market recovered from 
depression. From under 600 in 
early January last year, the 
Manila composite index rose to 
1303 by January 17 this year, a 
performance dented only by 
inflation of 17 per cent and - 
for foreign investors - a slight 
decline in the peso against the 
dollar. 

Over the last 10 days the 
index has been falling back 
again, partly because of uncer¬ 
tainty about the outcome of 
the May elections, although 
yesterday It recovered 11.45 to 
1342.04 

Speculation by Filipinos dis¬ 
enchanted with property and 
other investments has been 
crucial to the stock market's 
rise, according to Mr Erlco 
Claudio of James Capel, The 
traditional refuge of the local 
speculator, the US dollar, 
became increasingly unattrac¬ 
tive as economic reforms and 
stagnant imports created a 
plentiful supply of dollars in 
Manila. 

“The stock market here is 
still very speculative," says Mr 
Claudio. “It is only In the past 


Indices rebasod 
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Soutca: Dat a rt raam 

few years that trust funds and 
institutional investors have 
started looking at the market. 
Foreigners were not able to 
ride on tills local rise because 
it did not make sense to than.” 

Brokers say that foreign 
fund managers in Hong Kong, 
London and other centres now 
account for only about 10 to 15 
per cent of volume on the rival 
Manila and Makati exchanges, 
and have reduced the Philip¬ 
pines share of regional funds 
to around 3 per cent A liberal¬ 


isation of foreign exchange reg¬ 
ulations, allowing foreign 
investors to expatriate money 
within two weeks to a month 
after a sale, has improved the 
market’s Image, but volume 
remains modest - typically 
worth SISm or less a day - 
and prices volatile. 

The Securities wmI Exchange 
Commission is regarded as 
competent but underfunded, 
and the existence of two com¬ 
peting mirfi mar k¬ 

ing prices in eiiaUr, 1 b incon¬ 
venient for foreign investors 
even if It provides arbitrage 
opportunities for energetic 
local broken. 

Last year’s rise notwith¬ 
standing, brokers have been 
advising their foreign clients to 
buy selected bine chips, partic¬ 
ularly those which might bene¬ 
fit from increase d spending by 
consumers as politicians 
spread their money around 
before the elections. 

San Miguel, the beer and 
food conglomerate, Philippine 
Long Distance Telephone 
(PLOT) and Ayala Land remain 
the favourites, but brokers are 
advising some of their bolder 
Hiwik to look at oil "twI all 


service companies UkeL 
benefit from further oil m 
and at companies with lo 
pricey earnings ratios. One su | 
to the recently floated Mate ! 
Electric Co (Meralco). the elt ( 
tricity distributor with a pro. 
spective 1992 p/e of less than 
fiveT but it has little track 
record and feces the risk of lost 
revenue caused by power ■ 
shor tages if drought continues. . 

Mr Ackerman notes that the | 
dominance of major stocks : 
such as San Miguel makes the ; 
rise in the composite index 
deceptive. “Hie average is not 
exactly indicative of the real 
situation,” he says, suggesting 
then* might be more murage in - 
less well known stocks, in the 
mining sector for example. 

Analysts in the Philippines 
believe "that the mar ket will 
rise further, bat they accept 
that foreigners are concerned ] 
about pnitHoal uncertainty in 
the run-up to the elections In ; 
May. “That is why investors . 
continue to be cautious,” says : 
Mr Vlllamor Vital, chief strate¬ 
gist at All Asia Securities. Or, 
as Mr Claudio puts it: “We 
assume that foreigners will 
invest after the ejection.” 


Nikkei falls back on index-linked selling 


Tokyo 

THE Nikkei average, which 
gained 1.8 per cent on Tuesday, 
failed to sustain its strength, 
and share prices edged down 
yesterday after fluctuating on 
arbitrage-related trading, 
unites Bmiko Terazono in 
Tokyo. 

The 225-issue Nikkei lost 
28.26 to 21,362.26. A higher 
futures market and the over¬ 
night strength on Wall Street 
encouraged buying at the start, 
and the index firmed to the 
day's high of 21,581.02 on 
small-lot bargain hunting. 
However, buying interest failed 
to continue, and index-linked 
selling by arbitrageurs later 
pushed the Nikkei to the ses¬ 
sion's low of 21.218.06. 

Volume rose slightly to 180m 
shares from 160m. but 
remained below 200m shares 
for the fourth consecutive trad¬ 
ing day. Overall advances led 
declines, however, by 469 to 
408, with 218 issues unchanged. 
The Topix index of all first sec¬ 
tion stocks was left with a 
minor gain of 1.26 at 1,584.73, 
and in London the ISE/Nikkei 
50 index put on 3.29 to 1.222.04. 

Foreigners turned net sell¬ 
ers. but some traders said 
European fond managers were 
waiting to commit funds into 
the Tokyo market. "Foreign 
investors want to see an end to 
the volatility before they come 
in,” said Mr Chris Newton at 
James Capel 

Bio-technology issues were 
sought on a government sur¬ 
vey released on Tuesday indic¬ 
ating the number of people 
infected with Aids in Japan 
grew last year by 2.5 times 
the previous year's level. 
Revived popularity in compa¬ 
nies developing Aids drugs 
pushed Meiji Milk Products 
ahead Y17 to YS97 and Meiji 
Seika up Y47 to Y845. 

Buying spread to other phar¬ 
maceuticals, with Takeda 
Chemical finning Y10 to Yl.260 
and Dainippon Pharmaceutical 
appreciating Y30 to Y1.380. 

SOUTH AFRICA 

JOHANNESBURG’S banking 
sector saw the most activity 
with ABSA, the finance group, 
down 75 cents to R10.65 on 
news that had bonght Bankorp 
for Rl^bn. The ail-gold index 
lost 6 to 1,252. The Industrial 
Index shed 4 to 4,422, while 
the afi-share slipped 7 to 3,613. 


Mitsui, the trading company, 
gained Y10 to Y890 on news 
that it had won a contract to 
explore and develop ofl and gas 
reserves off Sakhalin with two 
US concerns. Other resource- 
related issues were also firm, 
with Telkoku Oil advancing 
Y19 to Y754 and Arabian Ofl 
Y120 to Y5.160 on reports of 
their acquisition of oil deposits 
rights In Vietnam. 

Some high-technology issues 
were lower on profit-taking. 
Sharp, a component stock of 
the Nikkei 225, dipped Y30 to 
Y1.320 on arbitrage unwinding. 
Hitachi fell Y9 to Y911 on light 
selling by foreign investors. 

Sega Enterprises, the video 
game maker, climbed Y300 to 
Y12.900. Investors were encour¬ 
aged by the company's esti¬ 
mated 60 per cent rise in pre¬ 
tax profits for this fiscal year. 
Nintendo rose Y2Q0 to Y10.600 
on the Osaka market. 

In Osaka, the OSE average 
gained 84.80 to 22.789.70 in 
volume of 133.4m shares. Buy¬ 
ing of small-capital issues 


pushed up the index, but turn¬ 
over jumped due to heavy 
dross-trading ahead of the 
March book-dosing. 

Roundup 

HONG KONG remained active, 
while other Pacific Rim mar¬ 
kets were mixed. Australia was 
affected by inflation figures. 

HONG KONG took heart 
from a statement by Chinese 
premier Li Peng that China 
was proceeding with economic 
liberalisation, although this 
was not reflected in the mar¬ 
ket's dose. The Hang Seng 
index ended 15.20 off at 4£7L13 
after an early rise was reversed 
by profit-taking. 

The banking sector was 
lifted by strong fourth-quarter 
results from Marine Midland 
Bank, a US subsidiary of Hong¬ 
kong and Shanghai Banking, 
which added 50 cents at 
HK237.S- Bank of East Asia 
results are due today, with a 22 
per cent profits rise expected. 

AUSTRALIA had the All 


Ordinaries index down 3J3 at 
1,622.1. The bond market, weak 
for the last two. weeks, was 
sold lower in spite of news that 
December's consumer price 
index rose only 0.9 per cent, 
taking the annual rate to L5 
per emit, the lowest increase 
for 28 years. A portfolio of 
some A£50m, 15 to 20 per cent 
of total turnover, also hung 
over the market The banking 
sector weakened after ANZ 
announced its long-awaited 
rights issue: it dropped 17 
cents to A4&20, while Westpac 
declined 7 emits to A$4J0. 

SEOUL fell again on profit- 
taking. The composite index 
dipped 6JB8 to 658-28 in turn¬ 
over of Won363bn (Won417bn). 
Trading was quiet ahead of 
next week’s Chinese new year. 

KUALA LUMPUR saw inter¬ 
est in Telekom Malaysia which 
pushed the composite index up 
3.44 to 573J28. Telekom rose 30 
cents to M$UL50. 

BANGKOK finished tniied , 
although there was heavy buy¬ 
ing in property shares which 
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Tax bill in US Congress 
seems to promote takeovers 


By Leo Herzel 
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TUESDAY JANUARY 28 1992 


Day's Poind 
Change Starting 


Local Local 
Currency % dig 
Ind&f on day 


+ 16 119.65 115.04 12027 12915 

+ 1.9 140.70 135.29 141.44 141.74 

+ 1.4 118.56 113.99 119.18 11668 

-0.1 114.72 110.30 115.31 118.00 

+0.9 21863 210.40 219.96 223.38 

+ 2.1 72.10 69.33 72.47 80.11 

+ 21 126.26 121.39 128.90 130.60 

+ 1.1 98.46 94.68 9836 98.96 

+ 0.7 157.04 150.99 157.88 189.45 

+ 0.7 139.65 134.28 140.36 143.43 

+0.8 65.00 6250 65.34 70.49 

+ 0.5 10293 98.97 103.48 98.97 

-0.6 184.24 177.14 185.19 229.27 

-0.6 1253.29 1205.05 1259.81 5090.49 

+ 1.1 127.13 12223 127.79 126 24 

-0.1 37.90 36.44 38.09 45.07 

+0.1 15242 146.55 153.22 157.59 


188.62 171.17 


-0.5 187.65 180.43 188.62 171.17 

-0.0 211.24 203.10 21233 181.26 

+ 1.4 129.02 124.06 129.69 119.26 

+ 0.2 153.47 147.57 154.27 159.72 

+ 1.0 84.21 80.97 84.66 89.81 

+ 1.5 150.85 145.03 151.62 150.85 

+ 0.0 139.71 134.34 140.44 169.20 

+ 1.4 122.29 117.58 12293 123.26 

+ 0.5 153.70 147.78 154.50 152.93 

+0.5 106.05 101.01 105.80 10245 

+ 0.9 112.18 107.88 11278 111.45 

+ 0.0 138.11 13281 138.85 165.72 

+ 1.3 104.93 101X91 105.50 107.23 

+ 0.7 126.01 121.17 126.87 137.56 

+0.8 114.06 109.68 114.66 113.63 

+ 0.4 119.10 114.52 119.73 128.72 

+ 0.5 121.27 118.61 121.91 130.38 

+0.5 133.00 127.89 133.71 148.9? 

+0.5 121.86 117.17 122.50 13082 


_ MONDAY JANUARY 27 1992 _ DOLLAR MP6X 

Gross US Pound Local Year 

Otv Donor Starling Yen DU Currency 1991Q2 H91/92 ago 

Yield Index index Index index Index High Low (approx) 

458 14264 119.04 11207 Tl0.~88 128.17 160.31 11274 123.02 

204 167.15 138.50 13250 140.48 139.75 22237 153.86 181.04 

5.05 141.66 11B.22 11228 119.05 116.16 15120 118.04 131.48 

3.12 139.11 116.09 11026 116.90 118.20 14428 126.49 127.4S 

1.60 28273 21926 20828 220.80 22271 27324 217.74 239.73 

104 85 51 71.38 67.78 7128 7857 12S.15 73.32 97.85 

3.39 149.81 125.03 118.75 125.90 129.37 15291 119.11 13328 

233 11729 98 47 93.54 99.16 99.16 125.35 94.15 110.82 

4.00 188.91 157.66 149.74 158.77 188.15 191.57 119.62 12827 

3.55 187.87 140.10 133.07 141.08 143.23 18246 13288 139.14 

227 78.09 65.17 61.89 65.62 70.72 88.23 64.76 73.85 

0.66 124.01 103.49 98.30 104.23 93.30 146.97 11223 129.34 

286 224.38 187 26 177.85 188.57 229.89 247.78 189.18 204.45 

1.Q2 1526.97 1274.34 1210.39 1283.29 5125.38 1526.97 534.45 566.29 

4.28 15224 1Z7.05 120.68 127.95 126.32 155.74 125.70 134.21 

a 10 45.94 36.34 36.42 38.61 45.36 54.64 41.18 44.17 

1.65 184.34 153.84 146.13 154.93 158.51 22324 157.08 18724 

204 223.43 190.64 181.08 191.98 17201 228.43 151.63 16921 

2.73 258.19 215.47 204.65 216.98 181 47 27159 173.00 175.51 

4.64 154.10 128.60 12215 12950 118.73 171.12 131.51 148.03 


2.80 185 58 15458 147.11 155.97 16120 204.12 146.60 181.03 

223 101.01 84.30 80.07 8450 8959 103.50 6217 91.59 

4.93 17953 150.16 14291 15120 150.16 187.44 15827 185.88 

259 16922 141.23 134.15 14223 16922 171.66 12555 135.98 

3.91 146.08 121.91 115.80 12278 12291 151.52 125.50 134.71 

212 185.15 154.52 148.77 155.60 153.30 20051 155.55 176.65 

1.19 126.54 105.60 100.30 106.34 101.79 145.92 117.38 128.74 

237 134.64 11236 106.72 113.15 110.90 147.66 12129 131.51 

290 167.30 139.62 13263 140.62 165.76 169.69 125.91 13527 

3.17 125.48 104.72 99.49 105.48 107.05 129.80 103.58 115.67 

3.88 151.49 120.43 120.10 127.33 13655 153.49 111.40 121.00 

239 137.02 114 35 108.62 115.16 113.12 148.16 12232 13206 

221 143.69 119.92 113.91 120.77 128.41 150.58 120.06 129.09 


171.12 131.51 


155.97 16120 204.12 146.80 
8420 8929 10320 8217 


131.51 146.03 
146.60 181.03 
6217 91.59 

156-27 165.88 
12525 135.98 


+ 1.3 104.93 
+ 0.7 126.01 


+ 0.4 119.10 
+ 0.5 12127 


221 143.69 119.92 113.91 120.77 128.41 150.58 120.06 129.09 

258 146.11 121.94 115.83 12281 130.01 153.05 12292 13209 

3.28 160.30 133.76 127.07 134.74 148.82 161.90 120.69 13523 

258 146.85 12258 118.41 123.42 13a 47 153.70 12328 13238 


World Ex. Japan (1774)... 161.07 + 0.5 133.00 127.89 133.71 146.9? *0.1 3.28 160.30 133.76 127.07 134 7. 

The World Index (2247)... 147.58 +0.5 121.86 117.17 122.50 13062 +0.3 256 146.85 12258 116.41 123.4 

Copyright, The Financial Time9 Limned, Goldman. Sachs & Go. and County NatWest Securities Limited. 1987 
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A N IMPORTANT tax bill 
pending in the US Con¬ 
gress would permit 
depreciation of intangibles. 
Including goodwill, for tax 
purposes. This would appear 
to eliminate a major US 
tax barrier against take¬ 
overs. 

Just a short time ago, Con¬ 
gress had been carefully scru¬ 
tinising possible tax Incentives 
for acquisitions, such as 
deductions for interest 
expense, with an eye towards 
removing them. 

Now it is considering a 
proposal that appears to 
increase the tax attractiveness 
of acquisitions, especially 
those in which large premiums 
are paid. 

In July last year, Congress¬ 
man Dan Rostenkowski, who is 
chairman of the powerful Ways 
and Means Committee, intro- 

It seems likely that 
the bill will become 
a part of some 
future legislative 
package since both 
the Treasury and the 
Internal Revenne 
Service support it 


duced a bill, HR 3035, adding 
a new section 197 to the Inter¬ 
nal Revenue Code. This was 
entitled “Amortisation of 
Goodwill and Certain other 
Intangibles”. 

The bill would provide a uni¬ 
form 14 year amortisation 
period for goodwill and other 
intangibles. 

While the bill did not come 
to a vote during 1991. it seems 
likely that it will become a 
part of some future legislative 
package since both the Trea¬ 
sury and the Internal Revenue 
Service support It. 

Because the bill has such an 
important bearing on acquisi¬ 
tion planning. Congressman 
Rostenkowski has proposed 
that, when it is reintroduced 
into Congress, it should be 
made retroactive to the date 
of its original introduction 
last July. 

The inability to deduct or 


amortise amounts paid for 
goodwill has long been one 
of the main constraints in 
tax planning for acquisitions in 
the US. 

While businessmen recog¬ 
nise that goodwill may be an 
important business asset, they 
also recognise that Its value 
may be fleeting. During the 
1980s, the large premiums paid 
in acquisitions often resulted 
in prices that greatly exceeded 
the value of tangible assets, 
further increasing the signifi¬ 
cance of the non-deductibility 
of goodwill. 

By allowing amortisation of 
goodwill, HR 3035 would 
appear to increase the 
attractiveness of acquisi¬ 
tions. 

A closer examination of-the 
proposal, however, reveals that 
the motive behind it is not to 
provide a tax incentive for 
acquisitions. 

During the 1980s, as the pre¬ 
miums paid in acquisitions 
increased so did the incentives 
for creativity by tax advisers. 
Acquirers did not accept fatal¬ 
istically that the large premi¬ 
ums they paid had to be addi¬ 
tional goodwill. 

Instead, the assets of targets 
were closely scrutinised to 
ensure that no possible deprec¬ 
iable or amortisable asset was 
overlooked. 

Along with patents, licences, 
favourable contracts,- the 
deductible assets uncovered 
included such items as: 

• workforce in place (experi¬ 
ence and composition of exist¬ 
ing workforce); 

• information base (business 
records, operating systems, 
etc): 

• customer-based intangibles 
(market share and composi¬ 
tion); 

• and supplier-based intangi¬ 
bles (any expected special 
value in the future from the 
acquisition of goods and ser¬ 
vices). 

In many Instances, the result 
was that the amount of the 
purchase price remaining to he 
allocated to goodwill was quite 

email. 

However, the Internal Reve¬ 
nue Service challenged many 
of these claimed deductions. 

Disputes between the Inter¬ 
nal Revenue Service and tax¬ 
payers Involving very large 


sums of money ensued over 
whether these intangibles 
existed, the appropriate period 
for their amortisation, and the 
portion of the total purchase 
price that could be allocated 
to them. 

The disputes are only now 
be ginning to wind their way 
through the audit process. 
Final resolutions by settle¬ 
ment or' litigation are 
likely to be years in the 
future. 

Moreover, because of the 
hi ghly specific fa ntnq l nature 
of these disputes, a resolution 
in one case usually provides 
only limited guidance for other 
acquirers and the Internal Rev¬ 
enue Service. 

These problems are the driv¬ 
ing force behind the proposed 
legislation. 

The uniform amortisation 
period for intangibles is 
Intended to eliminate disputes 
over the existence, value 
and life of intangible 


corporation's goodwill since 
the goodwill itself would not 
have been purchased. An 
acquirer could elect to treat a 
purchase of stock as a con¬ 
structive purchase of assets for 
tax purposes and thereby come 
within the scope of this new 
provision. 

However, generally, this 
would not achieve the best 
tax result for an acquirer 
because of the immediate 
taxable gain on the difference 
between the purchase price 
and the tax basis of the 


pushed the SET Index 1.84. 
higher to 768JS7 in turnover of V 
Bt&32bn. The banking sector; 
was also active, with two 
banks reporting better than;, 
expected annual results. 

TAIWAN was boosted by a" 
strong financial sector. 'Hie - 
weighted index moved np 77.33 
to 5,390.05 in turnover of- 
T$53bn, after T£49.8bn. The 
plastics sector was active on. 
news that a petrochemical 1 -' 
project had been approved. 

NEW ZEALAND was 
untouched by Wall Street's 1 
gains. The NZSE-40 was down. 
8.25 to 1,468^5. Fay Richwhite,! 
which is backing' New Zea¬ 
land’s America's Cup entry,: 
rose 4 cents to NZ$88. 

BOMBAY recorded its fifth! 
record high this month. The 
BSE rose 42.11 to 2,214.22. 

JAKARTA closed sharply 
higim- on a strong industrial 
sector. The Jaidine Fleming 
index gained 22 or 5.1 per cent 
to 59.45. KARACHI continued 
to fell, the 100-share index 
dropping 46.57 to L395.74. 


The bill is designed to be 
neutral with regard to tax reve¬ 
nue although savings are antic¬ 
ipated from the reduction in 
complex disputes. Hence, the 
amortisation of -goodwill is 
expected to be finance d by 
increasing the amortisation 
period for some intangible 


For example, acquired com¬ 
puter software would be amor- 
. tised.over 14 years rather than 
the current five years and cov^ 
enants not to compete would 
be amortised-over 14 years 
rather than their likely much 
shorter lives. 

Generally, the benefits (or 
detriments) of this new 
legislation would depend on 
whether an acquirer bought 
assets rather than stock. 
Business considerations may 
limit an .acquirer’s ability 
to choose. 

For example, an acquirer 
may strongly prefer to- boy 
assets because of concerns 
about large, difficult-to-mea- 
sure iiahiTHig? of the business 
being; acquired- ... 

On the other hand, ah 
acquirer who must make a hos¬ 
tile tender offer can only 
buy stock. 

A purchase of stock would 
not' automatically -permit - an 
amortisation, of the. acquired 


In any contemplated acquisi¬ 
tion, the effects of the proposed 
legislation should be reviewed 
in detefl. 

In situations where, under 
existing law, large values could 
be ascribed to intangibles for 
which a short useful life could 
be established, this bill might 

Generally, the 
benefits (or 
detriments) of this 
new legislation 
would depend on 
whether an acquirer 
bonght assets rather 
than stock 


reduce the tax benefits from 
an; acquisition. -- 

In situations Where the 
nuypr intangible is clearly 
goodwill, the bill could make 
the acquisition much more 
attractive. 

Accor dingly, even if the 
aggregate effect on the value 
or acquisitions is nnchaneed 
JjE legislation, the 
altoMtlon of values among 
individual acquisitions may 
be. / changed drastically. 
makin g some previously unac¬ 
ceptable deals attractive - and 
vice versa. 


St 

1 


aequisltiah.m the US should 
aralyee the likely -effects of 
progress 

Mayer Brown & vtn+f s r^ n 
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■ . :-»v' Saudi Arabia’s guardianship of 

and Medina, its vital but 
Sensitive relationship with the west 
■; y ^ b andits capacity to inf I ue nee 
;?^ Vieighbouring economies through 
■ opec are not only the kingdom’s 
1 strelrfgths but the key issues which 
i ts opponents will try harder to 
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SAUDI Arabia, protector erf the 
tro sites most holy to Islam 
and possessor of 25 per cent of 
the world's known oil reserves, 
merged jnbflant from the Gulf 

-rot With surprising ease the 

jdngdora appears once more to 
- hh resting comfortably on its 
assets, tempered by a new 
international assertiveness 
that Is being signalled but has 
yet tuT>e tested. 

t The public face of the nation 
is smiting as it contemplates, 
era* more distantly, the rela¬ 
tive military and economic 
ease with which it escaped the 
threat of Iraq's President Sad¬ 
dam Hussein. Friendly foreign 
armies were summoned, 
a rrive d , conquered and - most 
importan t"- departed, with the 
majority of Saadi Arabia’s esti¬ 
mated 8m population having 
known of their presence only 
througfa'tSe media. 

Oil is being pamped at near¬ 
record levels, the banks are 
flash with cash and the stock 
market falls are rampant Few 
npttmisfat would have predicted 
such-a positive outcome In 
August 1900 when Kuwait had 
hem overran and Iraqi tanks 
ware at the kingdom's door. 
vToday there are similarly 
few Sandis, especially in the 
brainess community, who are 
_w3Qng- to voice doubts about 
the future. The deeply conser¬ 
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vative and absolute rulers of 
this still tribal and traditional 
society seem confident that the 
country is back on track. In 
short, nothing much has 
changed, although whether 
that is a cause for unqualified 
celebration is more debatable. 

The external credit side of 
the Saudi balance sheet rests 
heavily on the assumption that 
the kingdom’s borders are 
more secure than at any time 
in its modern history. Iraq and 
Iran, the two most dangerously 
ambitious of Saudi Arabia's 
neighbours, - have in the past 
decade had their military teeth 
drawn. Their economies have 
been seriously weakened and 
hopes of recovery must in part 
depend on how Riyadh exer¬ 
cises its supremacy within the 
Organisation of Petroleum 
Exporting Countries. 

Saudi Arabia still needs the 
scalp of President Hus¬ 

sein before it win feel comfort¬ 
able about closing the Gulf war 
chapter and its recent improve¬ 
ment in relations with ban is 
heavily qualified by past mem¬ 
ories and by Tehran’s continu¬ 
ing support for mmIwh mili¬ 
tants elsewhere in the Middle 
East, most recently in Algeria 
where Saudi Arabia welcomed 
the cancellation erf plerfinna ■ 

Saudi Arabia's guardianship 
of Mecca and Medina, its vital 
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Riyadh: slock market bulls are rampant, the banks are flush with cash and oil Is being pumped at near-record levels 


but sensitive relationship with 
the west and its capacity to 
influence neighbouring econo¬ 
mies through Opec are not 
only the kingdom’s strengths 
but the key issues which its 
opponents will try harder to 
exploit The American military 
umbrella, which could be 
denied by the Saudis so long as 
it remained furled and out of 
wi ght, had finally to be fully 
admitted last year. 

The participation of other 
Arab and western forces in the 
defeat of Saddam's army in 
Kuwait, however valuable 
politically, could not disguise 
tiie fact that the pg«»ntial pro¬ 
tector of the House of Saud is 
very visibly the nation still 
known best to Iranians as “the 
great Satan”. Despite the 
heavy investment in defence 
planned by Saudi Arabia dur¬ 
ing the next 10 years, its abil¬ 
ity to counter substantial 
external threats rests on the 
country also viewed by many 
people in the region as hostile 


to Islam, devoted to Israel and 
the source of much of their suf¬ 
fering. 

To that extent the new world 
order, so enthusiastically pro¬ 
moted in Washington, is very 
much the same old order so far 
as the Gulf is concerned, but 
with one important amend¬ 
ment 

There is now little pretence 
that the defence of the Gulf 
has a wider Arab dimension. 
Efforts to put together a 
defence pact between the six 
Gulf monarchies. Egypt and 
Syria has made no progress 
primarily because Kuwait and 
Saudi'Arabia have shown they 
would rather be under direct 
American protection. 

If that is a gamble then 
Saudi Arabia’s rulers would 
probably argue that it was one 
in which they were given little 
choice, either by the US or by 
some of their Arab allies. Jor¬ 
dan, the Palestine Liberation 
Organisation and Yemen were 
all felt to have betrayed the 


kingdom by supporting Sad¬ 
dam Hussein and have suffered 
financially as a result. 

But such relatively minor 
retribution disguises a wider 
necessity: Saudi Arabia’s abil¬ 
ity to use financial aid as its 
most important arm of foreign 
policy has been severely lim¬ 
ited by the costs incurred in 
helping others to defend its 
sovereignty. 

There is no reason to doubt 
Saudi Arabia’s assertion that 
the overall cost of the war was 
close to $80bn. The kingdom 
was forced to draw heavily on 
its more liquid foreign assets 
and to push the budget into 
deeper deficit. Foreign cur¬ 
rency reserves available to the 
government may have fallen to 
as low as $5bn last month com¬ 
pared with close to $95bn at 
the start of the 1980s. 

The Saudi Arabian Monetary 
Agency manages another 
$50bn, compared with an esti¬ 
mated $125bn in 1981, but 
much of it is required as back¬ 


ing for the currency and to ful¬ 
fil other international obliga¬ 
tions. 

No additional explanation is 
required for Saudi Arabia’s 
stated determination to sustain 
its current level of oil produc¬ 
tion at around 8m barrels a 
day, its insistence on retaining 
its market share and the resis¬ 
tance it will mount to growing 
pressure for it to revert again 
to its role as Opec’s swing pro¬ 
ducer. For the foreseeable 
future, Saudi Arabia’s aim will 
be to maximise its revenues 
while maintaining oil prices 
within the $15-$23 a barrel 
range. 

How this squares with the 
cuts in production by Opec 
members that win be required 
to accommodate increased 
Kuwaiti production and the 
eventual if limi ted return of 
Iraq to the market is not 
explained. 

But just in case Opec mem¬ 
bers believe Saudi Arabia will 
eventually Ian into line they 


are reminded that the kingdom 
has embarked on a $i5bn 
investment programme which 
over the next three to four 
years will bring the level of 
sustainable crude production 
to around 10 m b/d. 

It would be a very expensive 
threat if Saudi Arabia had no 
Intention of employing it 

Other Opec producers who 
are tempted to ignore the 
implications of Saudi Arabia’s 
production plans might also 
profitably study the domestic 
background to the govern¬ 
ment’s decision. Oil revenues 
remain the overwhelming 
source of government income 
in a country where the ruling 
family appears unwilling to 

rescind its cradle-to-the-grave 

welfare provisions. 

The private protector is mak¬ 
ing a larger contribution to the 
country’s gross domestic prod¬ 
uct, hut is not required to 
match that with personal con¬ 
tributions to the national 
exchequer. 

The taxation of individuals 
is still not on the government’s 
agenda. Instead It has been 
forced into the novel experi¬ 
ence of tapping international 
markets for $L5bn and borrow¬ 
ing more domestically. 

Put another way, the govern¬ 
ment is going to need every 
cent of the $40bn in revenue 
that it has forecast from oil 
exports this year, a figure that 
is still $8bn below expected 
spending levels. 

The domestic financial 
squeeze that will emerge more 
dearly in the coming years is 
being accompanied by a mod¬ 
est but discernible level of 
political agitation. The ruling 
House of Saud earned credit 
among many nafinnaig for the 
way it handled the Gulf crisis, 
but the shock of war also jolted 
the activists on the political 
extremes. 

Western-educated liberals 
who argue for a more modem 
state, and the religious right 
wing which would prefer it to 
retreat further into the past, 
have both privately and pub¬ 
licly been testing the ruling 
family *.* tolerance levels. 

The response so far has been 
characteristically muted but 
the flTinnnngpmpn fr that a Con¬ 
sultative Council will be cre¬ 
ated suggests that beneath the 
bland public exterior there 
may be the faintest stirrings of 
political reform. 


THIS SURVEY 


■ The economy: Saudi 
Arabia's business commu¬ 
nity says it Is feeling hap¬ 
pier about the nation's 
economic prospects than 
at any time for several 


■ Oil policy: Since July 
1990, the kingdom has 
raised Its share of Opec's 
oil output from less than a 
quarter to more than a 


■ Defence spending: The 
Gulf war has not led to the 
spectacular weapons buy¬ 
ing spree that some had 
expected. Funding curbs 
have emerged. Page 4 
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Riyadh: domestic conse¬ 
quences of the Quit war 
with Iraq are still being 
played out_...~........ Page 5 

■ Banking:. , Despite the 

war. commercial banks 
have emerged into 1992 
for the most part highly 
profitable and extraordi¬ 
narily liquid. Page 5 

■ The stock market best 
measure of the kingdom's 
business buoyancy. Prices 
have soared in the past 
year, doubling the market 
index to 175.5 points by 
the end of 1991 Page 7 

■ Private sector: The gov¬ 

ernment is intent on nur¬ 
turing privately-run 
industry. The last three 
five-year plans have all 
set expansion In this sec 
tor as a priority. Page 8 

■ Editorial production: 

Phil Sanders 
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"ONE OF THE TOP 100 SAUDI COMPANIES" 
A NAME YOU CAN RELY ON 


ALHARBI TRADING & CONTRACTING CO 
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J SAUDI ARABIA 
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Being prepared to do business in Saudi Arabia requires more 
than a few statistics and some misconceptions picked up 
over lunch. 

What you need is The Business Proffle on Saud Arabia 
published by The Saudi British Bank. This gives you a 
complete and authoratative guide to the business scene and 
how to operate in it. It also provides an essential introduction 
to the customs and traditions that you need to know to do 
business successfully in Saudi Arabia. It’s from your local 
experts. The Saudi British Bank. 

For your free copy please mail the coupon or telex/fax your 
request to The General Manager, Corporate Banking at 
The Saudi British Bank in Riyadh. 

Telex No, 402343 & 402351 SABB SJ 
Fax No. Int. + 966-1405-0660 

The Saudi British Bank 
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Roger Matthews examines the economy 


Victory spurred confidence 
in country’s future 


SAUDI Arabia's business 
community says it is feeling 
happier about the nation’s eco¬ 
nomic prospects than at any 
time for several years. The 
Gulf crisis provoked a sharp 
rise In government spending 
and military purchases created 
a boom in commission earn¬ 
ings while the arrival of for¬ 
eign troops and affluent refu¬ 
gees from Kuwait injected 
further cash into the commer¬ 
cial sector and increased the 
demand for service industries 
such as banking and hotels. 

The relative ease of the mili¬ 
tary victory over Iraq spurred 
another burst of confidence in 
the country’s future, drawing 
back to the kingdom funds 
which had fled during the 


Reserves held 
overseas appear to 
have been drawn 
down by 
dose to $10bn 


early stages of the crisis. In 
their wake came additional 
money eager to take advantage 
of new opportunities, prompt¬ 
ing a further surge in prices on 
the small and already over¬ 
heated stock exchange. 

With property prices also 
showing signs of recovery and 
the kingdom producing more 
than 8m barrels of crude oil a 
day the “feel good" factor, 
greatly prized by western poli¬ 
ticians seeking re-election, has 
been much in evidence. 

In such a positive atmo¬ 
sphere the announcement in 
the long-awaited budget at the 
end of December that some 
$l4bn had been allocated for 
special projects was immedi¬ 
ately greeted as another boost 
for the private sector. 

“Since last March there has 
been prosperity here such as 
people have not seen for a long 
time” said one of the country's 
leading businessmen. “This 
area has been in recession 
since 1984. Now there is a 
sense of being bom again, 
encouraged by the feet that it 
has been demonstrated that 
the private sector is no longer 
100 per cent dependent on gov¬ 
ernment expenditure.” 

The euphoria, while all too 


understandable, cannot be 
entirely supported by figures. 
Certainly the economy pew by 
more than 20 per cent in 1990 
as a result of increased oil 
exports. Last year saw a fur¬ 
ther S per cent rise and total 
gross domestic product has 
again topped SlOObn, or some 
two-thirds of the peak it hit in 
the early 1980s. 

But although the Gulf war 
brought those real advantages 
to the Saudi economy it was 
also extremely costly. It has 
bitten a large chunk out of the 
country's reserves, increased 
the probability of bigger bud¬ 
get deficits over a longer 
period ami ensured that mili¬ 
tary spending will continue to 
consume an important part of 
oil revenues. 

The government has now 
paid fully almost all the con¬ 
tributors to Desert Shield and 
Desert Storm. This includes 
marly $17bn to the US, $X.7bn 
to Egypt, $ 1 . 5 bn in aid to the 
Soviet Union, $lbn each to 
Britain, France, Syria and Tur¬ 
key, and other substantial 
amounts to a number of 
smaller contributors. In addi¬ 
tion Saudi Arabia committed 
itself to arms purchases worth 
more than $9bn from the US. 

Together with the domestic 
costs of mobilisation, arming, 
r.lnthing and feeding some of 
the friendly forces, plus the 
investment that was required 
to step up oil production, a 
final bill of $60bn does not 
seem unrealistic. 

Reserves held overseas 
appear to have been drawn 
down by dose to $10bn and in 
addition the kingdom raised an 
■intemntinnal loan of S4J)bll, a 
total sum equivalent to just 
over four months' afi revenues 
at current rates of production. 
A better perspective is pro¬ 
vided by comparing Saudi 
Arabia’s external position 10 
years ago. Then the total funds 
managed by the Saadi Arabian 
Monetary Agency and those 
available to government minis¬ 
tries exceeded $220bn. Today 
the comparable figure is $55tm, 
very little of which is easily 
realisable. 

Economists in the kingdom 
point out that the government 
could not finance another 
large-scale military build-up 


without recourse to much 
heavier foreign borrowing. 
They also note that it will be 
hard pressed to improve its 
reserve position in the next 
few years. The current account 
deficit for 1990 and 1991 is esti¬ 
mated at close to SSObn. 

The huge drop in reserves 
over the past decade has fur¬ 
ther limited the funds avail¬ 
able to the government at a 
time of increased demand on 
official spending. Saudi Arabia 
has coped with budget deficits 
for the past 10 years but as 
P flnTfng s from overseas assets 
declined it has been forced 
increasingly to turn to develop¬ 
ment bonds and treasury bills 
to cover the shortfall. 

With fha hanks eager to find 


The military 
establishment’s 
appetite for more 
sophisticated 
weaponry has soared 


ways of mopping up their 
excess liquidity, the govern¬ 
ment is confident that the $8bn 
deficit forecast for this year 
can again be comfortably cov¬ 
ered. But with no let-up likely 
in demand for government 
spending and oil prices soften¬ 
ing. Saudi Arabia is accumulat¬ 
ing deficits at a rate which will 
impose much heavier debt ser¬ 
vicing requirements during the 
next few years. 

The government’s fiscal diffi¬ 
culties are beginning to pose 
real problems for the mainte¬ 
nance of a virtually tax-free 
society. The government has 
looked at additional revenue¬ 
raising measures over the past 
few years, such as taxing expa¬ 
triates and licensing cars hut 
has backed off in the face of 
opposition. 

While demands for capital 
spending on the infrastructure 
have eased, the level of recur¬ 
rent expenditure cannot easily 
be reduced because of high 
maintenan ce costs, wage bills 
and the annual growth rate in 
the indigenous population of 
some 3.7 per cent which keeps 
up the pressure on public ser¬ 
vices. At the present rate of 
increase, Saudi Arabia’s popu¬ 
lation win rise by 35 per cent 


by the end of the century and 
double within 19 years. 

The military establishment’s 
appetite for more sophisticated 
weaponry and defence systems 
has soared over the past two 
years. Together with plans to 
increase the sustainable output 
level develop downstream 
facilities, this could involve 
expenditure of at least another 
S40bn by the end of the decade. 
Saudi Aramco will meet part of 
that investment from its own 
funds, but the overall implica¬ 
tions for the budget are clear. 

The members of Opec will 
need to make their own calcu¬ 
lations. If the Saudi govern¬ 
ment is this year predicting its 
revenues at around S40hn 
(dose to the average achieved 
in 1990 and 1991) this would 
suppose, after costs, oil produc¬ 
tion of some 8m b/d at an aver¬ 
age price of about $16. It could, 
of course, earn as much by 
pumping less at a higher price. 
But what the government will 
not contemplate, even tempo¬ 
rarily, is pumping less at a 
lower price. “The days of the 
swing producer are over”, said 
one official. "Maybe there are 
some people still arguing for it. 
but the simple truth is that we 
cannot afford to be the swing 
producer and the others had 
better understand that” 

There are areas where costs 
could be cut to the benefit of 
the economy although not per¬ 
haps to the popularity of the 
country’s rulers. For example, 
more than go per cent of the 
water consumed in Saudi 
Arabia is used for agriculture 
and the creation of a large 
wheat surplus which is then 
exported at a heavy net cost to 
the exchequer. One economist 
has rairaiateri that the govern¬ 
ment could have saved more 
than $2bn last year simply by 
reducing wheat production to 
the level needed for domestic 
consumption. 

It is the sort of calculation 
which will have to be 
addressed if Saudi Arabia's 
spending plans are not to come 
info more serious conflict with 
the revenue limitations 
imposed by western govern¬ 
ments which believe that they 
can now impose a political and 
finan cial cap on the price of a 
barrel of oiL 


THE BUDGET 


Eagerly awaited 


NO financial event in the past 
few months was more eagerly 
awaited than the publication of 
the budget for 1992. Announced 
at the end of December, it was 
the traditionally sparse docu¬ 
ment with which Saudis have 
become familiar , offering a 

jnmhnmn of information. 

But in the absence of a bud¬ 
get last year because of the 
Gulf war it provided the first 
o fficial guidance since 1990 on 
how well the economy was per¬ 
forming and, critically for the 
private sector, haw much the 
government was planning to 
spend. 

In the only official analysis 
to accompany the figures, the 
Ministry of Finance and 
National Economy said that 
the figures were evidence that 
Saudi Arabia was undergoing 
“a major economic revival." 

The business community 
seemed to concur. Expenditure 
has been set at $48J3bn, 27 per 
cent up on 1990 and the highest 
figure since 198546, although 
still far below the $83Jjbn bud¬ 
geted in 1982-83. With revenues 
estimated to reach $40.3bn, this 
left a shortfall of $Sbn which 
the government said it had 
already arranged to cover 
through local financing. 

The projected deficit is 
$L4bn greater than the figures 
that had been projected in 1989 
and 1990 but lower than during 
the recession when in 1987 the 
deficit had widened to more 
than $i4biL Since 1982, the last 
time that the budget was in 
balance. Saudi Arabia will at 
the end of this year have accu¬ 
mulated gross budget deficits 
of approximately £125bn. No 
guidance is provided on how 
much of this remains outstand¬ 
ing. 

Historically, the government 
has tended to overestimate 
expenditure while being con¬ 
servative about projecting rev¬ 
enue. Given the present weak¬ 
ness of oil prices, the effect on 
demand of the northern 
hemis phere winter and the re¬ 
entry of Kuwait to the oil 
export market, industry ana¬ 
lysts accept as reasonable the 
projected revenue figure of just 
over $40bn, although they 
would be surprised if it turned 
out to be any higher. 

More than a third of reve¬ 
nues, or some $14.5bn, has 
been earmarked for defence 
and security. This does not 
include those arms deals which 



A Saudi Arabian soMtor with a Brazilian-made surface-to-surface rochet *«?*»* ***». 
than a third of revenues, or some $i4L5bn, has been earmarked.tor defence and eeairay 


are paid for In ofl. The other 
big budget items are education 
($8.3bn), health ($3-26bn>, 
transport and raimmnnirBtinns 
($ 2 L 2 bn) and domestic subsidies 
(SLSbn). 

The largest single sectoral 
rise has been made in the edu¬ 
cation budget which is up by 
$1.32bn. This underlines the 
huge expansion in the number 
of students, now estimated to 


be about 3m, up from little 
more than 500.000 in 1967. Uni¬ 
versity attendance has more 
Hmn doubled in the pas t 10 
years and is forecast to con¬ 
tinue growing at about 15 per 
cent a year. 

Out of the $4895bn budget 
total, the government offers 
further division, distin¬ 
guishing between the $34.4bn 
which is allocated to recurrent 


expenditure and thee fcSJba'tet . 
aside for what are described m\. 
spedal prefects, it is this last * 
figure to which the private wo-. ~. 
tor pays ' most attention, ; 
although the government , 
offers no further information 
about what those prelects may¬ 
be and how many of there are 

military-related. .» 





Roger Matthew* 



Demand on Saudi Steel has not been only limited to 
the local market, but it has transcended the borders 
of our homeland to the International Markets due to its 
considerable reliability and International Specifications. 


SAUDI IRON AND STEEL COMPANY (HADEED) 


For more information, please contact our 


Sales and Marketing Department 




P.O. BOX 10053, MADINAT AL-JUBAIL AL-SINAIYAH 31961, SAUDI ARABIA 

Telephone: 966-3-357-1526/1506 
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We’re responsible for refining over 
136 million years of Saudi Arabian history. 


The world’s largest crude oil reserves under 
the Saudi Arabian sands began as vast tracts 
of prehistoric life millions of years ago. 

Samarec has been responsible since 1989 
for refining petroleum products in Saudi 
Arabia-products that keep life in our mod¬ 
ern world moving. As the marketing and 
refining company for the Kingdom of Saudi 
Arabia, Samarec has direct access to Saudi 
Arabian oil. That makes our supply lines 
shorter than most other major refiners. 

Progressive production techniques at our 
own refineries and a program of consranc 
modernization enable us to produce petro¬ 


leum products that will meet international 
environmental standards. Our marketing 
expertise and distribution capabilities assure 
a stable supply of products from our ref¬ 
ineries to our terminals, and ultimately, to 
our domestic and international customers* 
Samarec recognizes the responsibilities that 
go with marketing a vital product to today's 
world. And we arc dedicated to serving 
customers with commitments that are long- 
rerm, give or cake a few million years. 


$ 


samarec 


Fw further rtormaban contact: 

puwic ajiqts DnDwimwf 


Saudi Anib*on MarH rtm g onJ 
Refining Company 
PO Boi 5290. jedaah 2W22. 
Saudi Aruba. 


Mepnuw 96626(0 aw 
F«e 96826894061 


OMces n London. Nawtork. 
Singapcm fakvu. 
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Mark Nicholson takes a look at Saudi oil policy 

An era of self-confidence 


tfOWHEHE since the Gulf war has Saudi 
if-biademonstrated greater assertiveness 
Jjj self confidence than In its oil policy. 
■'Tfflwcfi the last pre-war meeting of the 
OrtrtBisation of Petroleum Exporting 
' yvontries {Opec) in July 1990. the kingdom 
posted oil production by 57 per cent 
mls'niito barrels a day (b/d), raised its 
-qhare'ofthe cartel's output from less than 
fTuatsr to more than a third and has 
lobarfceldn a five-year plan to give it 
capacity of 10m b/d and surge 
ptrpBrftv of 'UP to 12 m b/d. 

which with 259 billion bar- 
pi"S oil holds a quarter of the world’s 
wpagri icrude reserves, now proclaims that 
us jam -as. Opec’s swing producer are 
.kingdom is determined to use 
•teljBrfnaiit position in the organisation 
+Q Mfrrcfe its. long-term strategy of price 
Q nA»fatif m aBtd security of supply - a mix 

raters are well aware is popu- 
hr with the US and its other western 
wotsctars. & the phrase of one apprecia¬ 
tive westers diplomat it is a policy of 
“ninsde and moderation". 

U is a position Saudi Arabia needed 
some muscle to achieve. When Iraqi tanks 
in Kuwait and the world’s subsequent 
embargo against Baghdad deprived the 
world of six per cent of its oil supply in 
Angart 1990, it took Saudi officials what 


Saudi officials what 


they described as a “month of political 
pain" to persuade Opec members to allow 
the kingdom to make up 60 per cent of the 
shortfall itself, almost at a stroke. 

But by August 27 L990, and with the 
support of Venezuela and the United Arab 
Emirates - the only other Opec producers 
with much available spare capaci¬ 
ty - Saudi Arabia had won consent to lift 
production from its pre-war Opec quota of 
5.4m b/d to more than 8m b/d. It has main¬ 
tained this level, on average, ever since. 

It also took the considerable muscle of 
Saudi Arabia's notoriously over- desig ne d 
oil infrastructure to enable so great a pro¬ 
duction leap so Cast This successful leap, 
allied with Saudi Arabia's relief at having 
escaped largely unscathed from the war, is 
the fountain of its present self-confidence. 

However, neither the kingdom’s willing¬ 
ness to throw its political weight around 
nor the sheer size of its oil market clout 
have been lost on Opec's smaller and more 
oil price-conscious members. While Iraq 
and Kuwait have remained off-stage, Saudi 
Arabia's fractious Opec colleagues have 
been content to allow the kingdom unbri¬ 
dled production for as long as they them¬ 
selves have also been free to produce flat 
out - and while oil prices have largely 
weathered combined Opec output of more 
than 23.65m b/d. But with prices now soft¬ 


ening and the demand for Opec crude set 
to make its seasonal spring dip, Saudi 
Arabia may be forced to flex its moderat¬ 
ing muscles. 

The next test will come when Opec min¬ 
isters gather in Geneva next month to 
decide how to adjust output for a softer 
market. Price hawks such as Algeria and 
Iran will be at the forefront of those lobby¬ 
ing for a reimposed discipline, and possi¬ 
bly a reimposition of quotas, to shore up 
prices. 

Saudi Arabia, however, has made it 
plain that it will countenance output cuts 
only if these are shared in equal propor¬ 
tion by all Opec members. Moreover, it 
wants to see cuts made relative to produo 
tion capacity. If it wins its way, the Mug- 
dom will therefore safeguard, at least until 
Iraq and Kuwait are both back at full 
production, its augmented share of Opec 
output and sustained production of about 
eight million barrels a day. 

There is more at stake for the kingdom 
than holding present market leadership. 
Although Saudi Arabia raised production 
during the Gulf crisis to avoid what Mr 
Hisham Nazer, the oil minister, described 
as “spontaneous chaos" in the oil market, 
Saudi Arabia was already proceeding with 
plans drafted in 1988 for a long-term 
increase in sustainable capacity to 10m b/ 
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Tankers off Jeddah harbour. Saudi Arabia has raised Its share or Opec’s output 


& The Gulf emergency merely accelerated 
this programme - at an estimated cost of 
S5bn. 

Since the war, Saudi Aramco, the state- 
owned oil company, has proceeded apace 
with plans to implement the new capacity 
in a programme which, Saudi officials say, 
will finally cost $l0bn-$15bn and which 
they expect to be completed by early 1995. 

The first phase largely entailed dusting- 
off facilities unused since the kingdom last 
pumped more than 8m b/d during the 
early 1980s. During the Gulf air war, the 
kingdom revived 148 wells and 12 gas oil 
separation plants (Gosps) in the southern 
oilfields or the Eastern Province. Aramco 
also drilled 51 wells and 21 water injection 
wells to keep production hovering at 8.5m 
b/d. Eight more Gosps were brought out of 
mothballs elsewhere in the kingdom. 

Work on the next stage of developing 
new oilfields and equipping them with 
pipelines, gathering stations and new 
Gosps, is now in train. By late last year. 


Aramco had appointed five project manag¬ 
ers to oversee this development Ralph M 
Parsons, Fluor Daniel, John Brown, Stone 
& Webster and Abb Lumus Crest. 

Ralph M Parsons has already pre-quali- 
fied contractors for the work at Hawiyah 
in the Ghawar oilfields, Saudi Arabia's 
largest, where $ 2 QOm worth of construc¬ 
tion is needed to complete a new 300,000 b/ 
d Gosp and expand pumping and handling 
facilities. Fluor Daniel has also started 
co-ordinating work worth an expected 
3700m to upgrade plant in the Maijan and 
Zuluf northern oilfields. 

Perhaps the most intriguing project will 
be the development of the virgin Hawtah 
and neighbouring oilfields south of 
Riyadh. John Brown Engineers, the UK- 
based company, last year won the project 
management contract for the fields which 
are known to hold substantial reserves of 
premium light crude. No official reserve 
figure has been quoted for the Hawtah 
field, although there are tnurmurings of 


five billion barrels of sweet crude in this 
area. Some analysts also believe that the 
oil found there could be extremely light. 

The new southern fields are also close to 
the east-west pipeline linking terminals on 
the Red Sea and Gulf coast, which the 
kingdom is also planning to expand from 
its present capacity of 3m b/d to 5m b/d. 

These expansion projects represent the 
base for the kingdom's ambitious plans to 
expand and upgrade its refining capacity 
while also broadening and deepening its 
already large petrochemicals industry. 
Moreover, along with its planned internal 
oil industry integration Saudi Arabia is 
also pursuing integration with its main 
consumer markets through joint venture 
refining deals in Japan, south Korea, the 
US and perhaps, eventually, Europe. 

With such ambitions propelling Saudi 
Arabia’s assertive position within Opec. 
the kingdom has little inclination to relin¬ 
quish its new dominance in the organisa¬ 
tion. Saudi officials are convinced that 
Opec mil, with a commitment to flexible 
but moderate prices and to security of 
supply, fend off any threat from altcma 
tive energy sources well into the next cen¬ 
tury. It also sees Opec as a powerful lobby 
through which to oppose the imposition in 
the west of environmental taxes on gaso¬ 
line, which might in turn threaten oil pro¬ 
ducers. 

However, at least in its present post-war 
flush of confidence, the kingdom seems 
indisposed to suffer gladly anything it per¬ 
ceives as Opec foolishness. "If other pro¬ 
ducers cheat on output by so much as a 
barrel, the Saudis will cheat by a million 
to teach them a lesson," suggests one oil 
industry analyst. 


BECAUSE Saudi Arabia tends not 
to do things by half, it should per- 
hape only be expected that just as 
{he country is engaged in raising oil 
output capacity to 10m barrels a 
day, ft. is meanwhile busy with a 
complete overhaul and expansion of 
its ail isflmng-and petrochemicals 
fodustiy. 

Ant as with the upstream plans, 
the seals of cost and ambition for 
ttetiownstceam plan is gargantuan. 
Including Saudi Aramco’s plan to 
lift oil production, oil analysts 
reckon the kingdom is on track to 
spend more than $33bn on develop¬ 
ing allaspects of its ofi industry by 
the end'of the decade. This figure 
includes-at least Jiobn on upgrad¬ 
ing its domestic refineries, $6bn on 
the petrochemical industry, and 
nearly $2bn on extending its oil 
tanker fleet 

The expansion plans follow a 
rationalisation of the kingdom's 
downstream industries since the 
arrival in 1986 of Mr Hisham Nazer, 
the oflimnistBr, in the seat vacated 
by -Sheikh Zaki YamanL 

The; expansion is aimed at mak¬ 
ing Saudi Arabia the world's largest 
producer of unleaded petrol, to lock 
as much ofl into partly-owned refi- 
neriesln its mam market so as to 
guaikhtee demand, and to increase 
and diversify the kingdom's petro¬ 
chemicals catalogue. 

Both the refining and petrochemi- 



REFINERIES AND PETROCHEMICALS 


Gargantuan ambition 


Oil ministar Hisham Nazer: 
confirmed South Korea deal 

cals expansion are already in prog¬ 
ress although Saudi officials stress 
that the full programme will not be 
complete before the end of the 
decade. And there are additional 
plans by Saudi Aramco, already the 
world’s biggest oil company, to 
expand its shipping fleet Thus, the 
kingdom expects by the year 2000 to 
fully integrate its domestic oil 
industry, and lock its production 
firmly into western and East Asian 
markets. 

The principle behind this integra¬ 
tion is “reciprocal security" 
between the kingdom as supplier 


and its main markets. "It’s widely 
held that where there's more inte¬ 
gration in the oil markets, there's 
more stability," says one Saudi offi¬ 
cial. “Saudi Arabia is looking for 
stability." 

Mr Nazer began by making organ¬ 
isational sense of the country's 
upstream interests, gathering the 
previously independently managed 
domestic refinery under the 
umbrella of Samarec, which was 
formed in 1989 to market and refine 
the kingdom's oiL 

Lubricating oil companies were 
similarly gathered under the wing 
of another new creation. Petrolube, 
anrf the Ministry of Oil and Petro¬ 
leum, which acts as the holding 
company for these new concerns, is 
busy with plans to create a further 
group to manage mining and miner¬ 
als. For this prospective company, 
the government is understood to be 
interested in finding foreign joint- 
venture partners. 

Once rationalised, Samarec began 
its expansion plans in 1989 and suf¬ 
fered only temporary Interruption 


during the Gulf war. In July last 
year, Samarec awarded to Foster 
Wheeler, the US heavy engineers, 
the project management contract 
for upgrading the kingdom's three 
main domestic refineries at Jeddah 
(capacity 90,000 barrels a day). 
Riyadh (134,000 b/d) and Yanbu 
(170,000 b/d). Phase one of the proj¬ 
ect, to be completed by 1996, will 
cost $2bn and later phases an extra 
S8bn. Both joint venture export refi¬ 
neries, with Mobil at Yanbu (250,000 
b/d) and Shell at Jubail (250,000 b/d) 
will be similarly upgraded. 

Samarec's primary aim is to 
upgrade “bottom of the barrel": 
enabling its refineries to produce 
higher octane petrol from the king¬ 
dom's heavier crude oiL Samarec is 
also boosting production of octane 
enhancers, notably Methyl Tertiary 
Butyl Ether (MTBE), a lead substi¬ 
tute for petrol, to enable the king¬ 
dom to meet the domestic impera¬ 
tive announced by King Fahd, the 
Saudi ruler, of meeting domestic 
petrol needs of 500,000 b/d entirely 
with unleaded petrol by 1994. 


Ras Tanura, the country's biggest 
refinery, with capacity of 530,000 b/ 
d, is also to be overhauled in a 
project expected to cost as much as 
$2bn for the first phase of upgrad¬ 
ing. Saudi Aramco, which runs the 
refinery, in an apparent and unex¬ 
plained exception to the Samarec 
reorganisation, has signed Brown & 
Root as project managers for the 
six-year first phase with options for 
two three-year extensions. Should 
the latter be taken up. the final bill 

Domestic refining plans 
are only a part of a global 
strategy to expand 
downstream operations 

for the refinery's overhaul could top 
more than JlQbn. 

The country’s other main refi¬ 
nery, the 325,000 b/d Rabigh plant, 
which is jointly owned by Samarec 
and Mr John Latsis, the Greek 
investor, Saudi officials say they 
prefer not to discuss. Officials say 


the rostly refinery is too basic to fit 
in with their upgrade plans and 
that the investment was just the 
sort of thing they hope in future to 
avoid with the newly rationalised 
Samarec. 

The kingdom's domestic refining 
plans are only a part of a global 
strategy to expand downstream 
operations. Since Saudi Aramco 
signed a 5050 joint refining deal 
with Texaco, the kingdom has 
sought to guarantee market access 
for its crude in its main consumer 
market through participatory ven¬ 
tures. 

Under the Star agreement. Texaco 
receives up to 600,000 b/d of Saudi 
heavy crude for its East Coast refi¬ 
nery in the US. This guarantees a 
market for the Saudi oil and pleases 
Texaco by giving them a secure 
How of the same type of crude, 
enabling their refineries to fine-tune 
and yield higher quality petrol 

In August last year, Mr Nazer 
confirmed a second deal with the 
Ssangyong Oil Refining Company of 
South Korea, under which, Aramco 
acquired 35 per cent of the group's 
equity and an agreement to supply 
up to 300,000 b/d of oil to the Korean 
group’s two refineries and petro¬ 
chemical plants. 

This month, feasibility studies on 
a third such deal were announced 
with Japan. Saudi Aramco, In tan¬ 
dem with Nippon Ofl, Nippon Min¬ 


ing and Arabian Oil Company of 
Japan, is to study investment in 
450,000 b/d of refining capacity in 
Japan, while studying plans for a 
further 300,000 b/d refinery in Saudi 
Arabia. Neither costs nor dates far 
the project have yet been outlined. 
Saudi officials say there is also "the 
intent" to forge a similar deal in 
Europe although there have been 
no derisions reached on where. 

Officials say there is no “magic 
figure" for the amount of Saudi 
crude oil they wish to see locked 
into these overseas deals. Some oil 
analysts say the kingdom may be 
frying to assure overseas markets 
for up to half of total crude produc¬ 
tion by the end or the century. 

Further downstream, the king¬ 
dom is also investing heavily in 
extending its petrochemicals indus¬ 
try, its fastest growing manufactur¬ 
ing sector. The industry grew by 3.9 
per cent a year between 1984 and 
1989 and comprised 3 per cent of 
GDP in 1990. 

Sabic, the state-run Industrial 
company, is well into a $6bn expan¬ 
sion plan designed to double its 
capacity from the present 10m 
tonnes a year of liquid petrochemi¬ 
cals, plastics, resins, steels and fer¬ 
tilisers by the raid 1990s, including 
more than doubling the output of 
MTBE to 1.2m tonnes a year. 

Mark Nicholson 


MAWARID GROUP 

A Commitment to the Future 




During the past two decades, the Mawarid Group has 
played a leading role in the development of the Kingdom. 

Our strengths lie in our human resources and in our ability 
to combine man, machine and capital to the benefit and 
advancement of the Kingdom of Saudi Arabia. 


The Mawarid Group of Companies 


P.O. Box 1011 
Riyadh 11431 
Kingdom of Saudi Arabia 
Tel: 478 4232 
Fax: 478 4701 
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Samba’s leadership in service 
produces excellent results." 
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Saudi American Bank (SAMBA) further accelerated the thrust of Its 

leadership prxqpam during 199bBu$lness volumes and earnings surged ahead 

in 1991 to record levels tor the third successive year. WUft this excellent 
p er f orma nce, we re main eonBdent that the dear and dynamic business 
strategy being pursued by SAMBA will continue to ensure its positfon at the 
fore/ro ot of Saadi Arabian tanking. 

FbatacM Romka 

Net prefit Of SR 752 mOlion lor the Bnanebl year 1991 repre s ents a very 
im pressive 43% increase beyond the record tevds achieved in the preceding 
two years (1990 SR 527 mUUoa. 1 969 SR 422 million). This Increase fi 
generated horn a SR 267 milBoa (27%) growth hi operating income. 

Operating expenses show an Increase ofSR 65 minion ( 16%), after absorbing 
some non-reenrring expend iture related io die Gulf conflict. Ihiriqg a year of 
dg t d Oe anr decline hi the term structure of Bmndal costs, act funds idated 
re rallies Inc r ease d by Si 199 mutton (25% ) The Increase in Income 6 on 
hartfcny and other ae iv h.es of Sit 69 mlttian validates SAMBA’S strategy of 
building diverse and sustainable revenue streams. 

The net charge for passible Joan losses decreased by SR 23 million. This 
represents a significant rrduciJon for the fourth successive year and confirms 
the success of rigBant credit standards. The remedial credit program. 
bunched some years ago, has been successful in restructuring the 
nanpcrtbtmiag segment of the loan portfolio. la addition to active 
management of this declining segment. SAMBA also main tains a level of 
reserves that is prudent and adequate to absorb arty unforeseen 
cont in gencies. 

The mome ntum of SAMBAS business growth Is evident tn the Bank's 
balance sheet, which animates the twin and fundamental strengths of a suoag 
capital base and asset quality. Customer deposits reached SR 28.0 bfllion at 
the end of 7991 (1990: SR 224 billion. 1989: SR 20.7 bOUon) The tom 
portfolio grew by SI 1.8 bBUoo. principally through an increase in the 
domestic portfolio Total assets amounted to SR 36.4 billion, an increase of 
22% over the previous year. 


Directors’ Report 

- thrust of Its SAMhA's responsive investment strategy has further enhanced returns on 

ssurgedahead shareholders' equity to 30 % (1990 26%. 1989 ': 24% l These coosotemly 
this excellent superior returns ate reflected in improved earning S pec dure of SR 125 
antic business (1990: SR 88. 1989: SR 701 

position at the In view of the very positive earnings growth and strong capitalization 
achieved by the Bank, the Board of Directots recommends a gnus dividend of 
SR 5226 mUlfon for 1991. This amount, after deduction Of applicable zalot, 
resents a very Shan yidd a net dividend of SR 84 per share to the Saudi shareholders 
the preceding Donations: 

■us increase S During the financial year 1991. the Bank made donations of SR 1.860.565 
ai tng income m various charitable and educational institutions, as wdl as to other causes, 

iflcr absorbing Payment to Directors (Members of the Board) 

tiring * year of Directors' fees and expenses totalled SR 1.644.807. Compensation of 

r «■ nd% related Directors in their capacity as Executive Directors of the Bank amounts to SR 

i Income from 2JO4300. 

I's Strategy of Appro priati on of Income 

The Board of Directors recommends that net income for the year be 
jl million. This appropriated / distributed as follows: 

rand confirms SR VOO 

edit program. Net income for the year 73 IA37 

ntctimog the Transfer to Statutory Reserve 760 

Ion to active Transfer to General Reserve 202,000 

ins a level of Apposed Dividend S2257I 

y unforeseen Transfer to Retained Earnings 26306 

Auditors 

m the Bank's The Ordinary General Mee tin g of shareholders m March 1991 appointed 

fibs ofa strong Messrs. Wbitmey Murray Sc Go. and Al-Junid A Co. as the Bank’s auditors. In 

280 button at accordance with a resolution accepted at a Board of Directors'meeting the 
on) The loan Audit Committee ofSaudi American Bank win recommend mo audit Ortas for 

crease in the appointment as joint auditors for die financial year 1992. A/ter consideration. 

an increase of the Board of Directors win present their rec omm ardation for approval at the 

next Ordinary General Meeting of Shardbofders. 


Curbs on funding emerge 


Financial Highlights 
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1990 


98-000 

SK’OOO 

Amass 

Casb and Doc from Bonks 

11J96440 

11370395 

loans and Advances ( o« 1 

9366,742 

-.784^0-' 

flood, and Securities 

13371,649 

9.171.185 

Otter Anas 

136M77 

1545.592 

Tool Asms 

36.403388 

29,872.479 

r I.M1IW «a—travh 

Customer Deposits 

2832S388 

22375549 

Doc to Banks and Other Liabilities 

5,680353 

4328.629 

Shareholders’ Funds 

2397367 

2.168501 

Total liabflUtes and Shareholders’ Funds 

36,403308 

29372.479 

Coom Accounts 

47.537381 

34.263,266 

Statement ofEvnings 

Operating Rctcwoc 

1.263385 

996350 

Less:Operating Expenses 

(461399) 

(397.00!) 

Torn! Operating Income 

801386 

599.949 

Transfer to Reserrcs 

(50349) 

(73.401) 

Net Income for ibe year ended 

751,657 

526548 


December 31,1991 
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Saudi American Bank 
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(Joint Stock Company) 

Bead Office: P.O-Boz 833. Riyadh 11421, Td: (01) 477 4770. Samba London: Nightingale House. 65 Canon SL, London WIY 7PE, Td:(441 (71) 345 4411 
Samba Istanbul: P.OBw 49. Levant. Istanbul. Td: (90) (11) 300 2847. Samba NcwYodt: 399 Part Avenue. New Yortc, NY 10043. Td: (1 )(212) 559 6280 
Samba tala: 51 Avenue Hodbe. Paris 75008, Td: (33) (1J 438 00080. Samba Geneva: Samba Finance SA. Iti fee de b Mtscifc. 1204 Geneva, Td: (41) (22 ) 282 400 


PLANNING TO ENTER OR EXPAND 
IN THE SAUDI MARKET? 


BY the tune of the war against Iraq a year 
ago, Saudi Arabia had become the world’s 
biggest importer of arms. 

The crisis over Kuwait could only rein¬ 
force Its arms-tuying ambitions. TO Saudi 
Arabia and the other countries of the Gulf 
Co-operation Council the war brought 
home a hard reality: that however much 
they had already spent on defence, they 
still could not match the threat 

However, the conflict has not given way 
to the spectacular weapons buying spree 
that some bad expected. Several changes 
have taken place affecting the country’s 
arms supply relationships. 

One is the emergence of funding con¬ 
straints. A report on the arms trade by the 
OS Congress’s Office of Technology 
Assessment last year spoke of the Saudi 
Arabia's’ “virtually nTiWmitert amounts of 
cash”. But, after payment of its own and 
the allies' war bills and its excursion into 
government borrowing, funds are not as 
unlimited as they were. 

Secondly, the Sandi authorities have 
clearly given priority to the expansion and 
improvement of base fn.cteilafinns includ¬ 
ing hardened shelters to receive aircraft in 
the event of a renewed crisis. The avail¬ 
ability of large modern harbour and air¬ 
field facilities was crucial to the ability of 
the US and other aTUna to assemble forces 
after Kuwait was invaded. 

At same time, western defence compa¬ 
nies, having enjoyed only a short-lived 
boost from the war itself, are facing sharp 
cutbacks in their domestic markets after 
the end of the Cold War in Europe. Suppli¬ 
ers are competing desperately against each 
other for export business. The Saudi mar¬ 
ket is all the more important to them now 
that Iraq is completely excluded as a cus¬ 
tomer. Saudi Arabia is also increasingly 
seen by suppliers as an essential first foot¬ 
hold for supplies elsewhere In the region. 

According to the Stockholm Interna¬ 
tional Peace Research Institute (SIPRI), 
Saudi Arabia was second only to farffa and 
Japan as a customer for big conventional 
we a pon s in the period from 1986 to 1990. in 
the last year of that period it overtook 
both those countries to become the biggest 
single customer. With imports, ralml^ail 
at constant 1985 prices, of £L55bn. Over 
the five years its total purchases of SlOAbn 
(still at 1385 prices) were bigger than Iraq's 
and more than a tenth of arms purchases 
by the developing world. 

The modernisation of Sandi defences 
began in earnest during the post-1973 oil 
boom and created a field for all-out com¬ 
petition between the US, Britain and 
France. 

France secured its place in the early 
1980s with a naval deal including four frig¬ 
ates and with sales of the Shahine, a ver¬ 
sion of the Crotale anti-aircraft missile 
mounted on tanks. The French have since 
kept a foot in the door with sales including 
coastal defence helicopters and, shortly 
before the war, a further FFrSbn ($550m) 
worth of air-defence missiles. 

In the mid-1980s. Saudi Arabia was 
poised to purchase French Mirage 2000 
interceptor fighters to complement addi¬ 
tional supplies of F-15 combat jets it was 
seeiring from the US. But US unwilling¬ 
ness to allow it to have the long-range 
strike version of the F-15 prompted it to 
switch to the Anglo-Gennan-Italian Tor¬ 
nado instead to fulfil both interceptor and 
ground-attack roles. Around that cho i ce 
was built the wider Anglo-Saudi A1 Yama- 
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Saudi troops head for Kuwait during the Gulf war- Saudi Arabia 

India and Japan as a customer for trig convanHonal weapons In the period 1 WHO . 


mai) a gpppynen * , paid for through the reve¬ 
nue from a dedicated share of Saudi 
Arabia’s crude oil output 
The initial deal, which also in clude d 
trainer aircraft and support was bolstered 
by another framework agreement in 1988, 
the fruits of which - in terms of equip¬ 
ment supplies - are still awaited. The deal 
has a potential value of some $40hn, but 
the funding system has proved to be an 
obstacle, inaMng it difficult to accumulate 
a lump sum sufficient to cover new era- 
tract for supplies on the Saudi “wish list”. 
This list has included some 48 more Tor¬ 
nado, strike aircraft about 60 more Hawk 
jet trainers, six minehunters and 88 armed 
helicopters to be made under US licence, 
as well as a big new air base at A1 
Sulayyil, 300 miles south of Riyadh, and 

The Saudi authorities are . 
expected to keep seeking a 
diversity of sources because 
of restraints on their access 
to some US weapons 


other infrastructure projects. 

So far, however, the only military equip¬ 
ment Items ordered under the second 
phase of the deal have been three of the 
minehunters, of which one has already 
been delivered. How modi of the remain¬ 
der the Saudis will buy. and when, has 
been uncertain. Confidence in the Tornado 
sale, which had been called Into question 
before the war, was bolstered by the air¬ 
craft’s performance and British Aero¬ 
space's support during the campaign 
a gainst Iraq. But Tornado.production in 
the UK is being run down and re-starting 
it threatens to be costly. 

The Saudi authorities are expected to 
keep seeking a diversity of sources 
because of continuing restraints on their 
access to some US weapons. A request for 
72 more F-15 jets, including the two^eat 
F-15E strike v ersion denied to thgm in 
1985, Is being held up. McDonnell Douglas, 
the manufacturer, needs the order to keep 
its F-15 production line at St Louis open 
beyond 1994. Saudi Arabia is the only Mid¬ 
dle East country other than Israel fo pos¬ 


sess the F-2& Pressure from the pro-Israeli 
lobby in Congress tod to a limit of .60 
aircraft, but fills was lifted afte r fife lava- - 
sion of Kuwait in 1990 when 24’ ware sup: 
plied from the US Air Force inventory. 
Deliveries of another 12 new:.aircraft 
already on order are progressing. 

US contracts in the 1980s also included . - 
Awacs early-warning aircraft and refuell¬ 
ing tankers, and a sophisticated command 
and control system under the Peace Shield 
programme. 

After complaining of delays Id this proj¬ 
ect, which involves setting up six under¬ 
ground command centres, the Saudis can¬ 
celled the bulk of Boeing's $lhn contract 
just before the outbreak of hostilities 
against Iraq, and subsequently brought In 
Hughes, its rival. Instead. 

A series of package deals were agreed 
with the US in 2990, including, before the 
invasion of Kuwait, 315 of the latest M1A2 
Abraxas mnfcs and, after the. Invasion, 
emergency supplies from US stocks and \f 
more than yflm of hew ffindpoxeutInclud¬ 
ing more Abrams tanks, thousands of 
wheeled vehicles. Patriot air-defence mis¬ 
sile batteries, multiple-launch rockets, 
Apache helicopters, transport and tanher 
aircraft. But a second stage to this deal, 
which would have brought the total value 
to more than t 2 Qbn. was suspended by 
Washington. 

General Dynamics is hoping to sell a 
ftxrther 235 M1A2 Abraxas to the Saudis, 
bringing its total sales there to 700. Pro- . 
ductfon of the tank was to have been 
baited next April as a result of US defence 
budget cuts. Saudi orders so far are 
enough to keep it going for another three 
years. The additional order, the company 
says, depends on "evolving national policy 
towards the Middle East” 

Vickers of the UK Is competing to meet 
tiie same Saudi requirement with its new. 
Challenger 2, being promoted outside the 
framework of the Al Yamamah agreement 
Saudi nffiriflU attended UK trials of the 
tank in the autumn and hot-weather trials | 
are planned in Saudi Arabia tbfa summer. \ 
If Vickers' hopes materialise, the company *■ 
would be producing significantly more of 
its new tanks for the Saudis than for the 
British army. 



Riyad Bank has been helping companies do both 
throughout Saudi Arabia for over 30 years. With a 
unique blend of strength and expertise, we are able 
to meet your every banking need. 

Whether your business is oil, pharmaceuticals, 
steel, agriculture, transportation, construction, 
genera] trading, manufacturing or the service 
sector, Riyad Bank can provide the financing and 
banking expertise to help you grow. 

We have an Agency Office in Houston, two 

branches in London and major affiliates in 
Switzerland, Spain and Bahrain. This, plus our 
164 domestic brandies and world-wide 
correspondent network, uniquely positions-Riyad 
Bank to meet your Saudi banking needs. 

IF YOU'RE DOING BUSINESS IN THE KINGDOM, 
RIYAD BANK SHOULD BE YOUR BANK. 
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IRAQ'S invasion of Kuwait posed 
immediate foreign policy choices for 
Saudi Arabia which it had always 
sought to avoid. None of the west¬ 
ern defence experts who watched 
Saudi Arabia’s military response to 
the armoured threat poised on its 
border in August 1990 doubt that 
the correct political decisions were 
made, despite the continuing dis¬ 
comfort felt by the country's rulers. 

Had Iraqi President Saddam Hus¬ 
sein chosen to make a subs tantially 
larger gamble by invading Saudi 
Arabia, the forces which could have 
been quickly assembled to chal¬ 
lenge a thrust into the eastern prov¬ 
ince would almost certainly have 
been unequal to the task. 

Indeed, during the first two weeks 
of the crisis and probably for much 
longer than any generals would 
care to admit, it is debatable 
whether Riyadh could have been 
successfully defended. 

Many Saudis have expressed then- 
pride at the manner in which partic¬ 
ularly their air force and National 
Guard subsequently performed, but 
little appears to have happened to 
dispel the anxiety that was gener¬ 
ated over the reactions and determi¬ 
nation of the country’s main 
armoured units. 

The consequence was one that US 
military planners had long prepared 
for a massive military deployment 
to secure the industrialised world’s 


oil supplies in Saudi Arabia, fol¬ 
lowed by the reduction of the exter¬ 
nal military threat. So effectively 
was the Iraqi threat dealt with that, 
against most predictions. US and 
other allied forces were able to 
begin withdrawing immediately 
after the liberation of Kuwait and 
the conclusion of hostilities. 

The reaction of the rest of the 
world, and especially the Arab 
nations, to the fall of Kuwait has 
done much to shape and change 
Saudi attitudes. A natural member 
of the moderate and conservative 
majority within the Arab League. 
Saudi Arabia's previous diplomatic 
initiatives had been mainly con¬ 
fined to searching for and some¬ 
times financing compromises 
between disputing members. With 
the occupation of Kuwait, it found 
itself for the first time in the front 
line and the key player in the crisis. 

The Gulf Co-Operation Council 
fGCC), which links Saudi Arabia 
with Kuwait. Oman, the United 
Arab Emirates. Qatar and Bahrain, 
had been formed a decade before, in 
response to the war between Iraq 
and Iran. Although the GCC’s pub¬ 
lic purpose was to create a loose 
economic grouping, there had even 
then been voices on the edge of the 
inaugural conference warning that 
the eventual winner of the Iran-Iraq 
war would be unlikely to return its 
troops immediately to barracks. It 


FOREIGN POLICY 


Changing attitudes 


was also apparent that the best the 
GCC members could ever do mili¬ 
tarily would be to deter a threat 
long enough for their western 
friends to come to the rescue. 

For once, events in the Middle 
East unfolded according to charac¬ 
ter. Arab governments, especially 
those most closely involved with 
Iraq, sought to find a solution 
within the Arab League and failed. 

Saddam Hussein's most implaca¬ 
ble enemy. Syria, offered its forces 
to help punish him. Egypt remained 
firmly alongside the US, the Pales¬ 
tine Liberation Organisation beaded 
off in the opposite and wrong direc¬ 
tion, while Iran’s desire to see Iraq 
crushed was qualified by tbe 
build-up of US forces in toe Gulf. 

Like most Inter-Arab disputes, 
divisions are rectified either by time 
or by the emergence of a greater 
common threat. Saudi Arabia’s ini¬ 
tial sense of betrayal was most 
sharply directed at Yemen - whose 
workers were told to leave the king¬ 
dom. at King Hussein of Jordan, 
and PLO chief Yassir ArafaL 


Individual members of tbe royal 
family still refer to King Hussein In 
the most bitter terms, although 
relations between the two govern¬ 
ments are slowly Improving. Some 
economic assistance has been 
resumed to Jordan and there is con¬ 
siderable common ground between 
the two countries in their support 
for US efforts to build on toe slight 
progress towards a Middle East 
peace settlement. 

Saudi Arabia should also have 
drawn its own conclusions from the 
level of popular support that Sad¬ 
dam Hussein's aggression Initially 
attracted in North Africa and 
among the Palest inians . In those 
economically deprived areas, there 
was little hint of sympathy for the 
people of Kuwait and, as the first 
round of voting in the aborted Alge¬ 
rian elections demonstrated, there 
is enthusiasm for those campaign- 
ing under the banner of Islam. 

The enthusiasm with which Iran 
has backed the politicisation of 
Islam in North Africa could yet 
threaten its rapprochement with 


Saudi Arabia, which has seen the 
resumption of diplomatic relations 
and is awaiting an official visit to 
the kingdom by President Has he mi 
Rafsanjani. The competition in Teh¬ 
ran between toe advocates of a con¬ 
sistently militant foreign policy and 
those who wish to lay greater 
emphasis on pragmatic economic 
cooperation makes future relations 
between Iran and its closest neigh¬ 
bours even more difficult to predict 

For Saudi Arabia, and more espe¬ 
cially for Turkey, a new dimension 
has recently been added by the 
emergence of six new Islamic repub¬ 
lics in what was the Soviet Union. 
Iranian delegations have been busy 
in all six republics, and it plans 
to open embassies in three of them. 
Saudi Arabia is moving ainng simi¬ 
lar lines and the US is being 
spurred to take a greater interest 
because of the substantial nuclear 
arsenal sited in K azakhstan . 

Initial indications are t hat the 
five predominantly Sunni Moslem 
republics are most likely to adopt 
secular, free market policies ori¬ 


ented to the west. Iran, however, 
may fad It has a particular advan¬ 
tage in Tajikistan , where the lan¬ 
guage Is closer to Farsi 

The common interest of toe six 
GCC countries, Egypt and Syria in 
rolling back the Iraqi invasion of 
Kuwait and now in seeking to 
counter the use of Islam as a politi¬ 
cal tool has not, however, produced 
many more practical results. 

The Damascus agreement on 
regional security, signed by the 
eight nations in March, seems 
unlikely to be taken much farther. 
Saudi Arabia believes it paid gener¬ 
ously for the involvement of Egyp¬ 
tian and Syrian hattalhms hi the 
Golf war, but officials say that 
there was never any possibility of 
them being stationed tor any length 
of time in the kingdom. Explana¬ 
tions for tiffs range from doubts 
about their military efficiency to 
toe tensions that might arise over 
toe vastly superior pay rates of the 
Saudi farces. 

Hazardous though it is to draw 
broad conclusions too soon after 
momentous events, the challenge of 
Saddam Hussein does appear to 
have confirmed two trends. First 
those countries sheltering under the 
protection of the US have more 
emphatically reaffirmed that choice, 
rather than a broader Arab 

consensus. Officials in Riyadh 
speak of their country as America's 


main strategic ally in the /ES?? 
and further substantial militaiy 
expenditure in the years .ahead is 
designed to underline that status. 

Second, Islam seems certain to be 
used increasingly as the rallying 
point for the politically and econom¬ 
ically deprived and in opposition to 
US an*"" in the Jfiddle East Saudi 
Arabia’s reluctance last September 
for its bases to be used to exert 
fdrther US military pressure on Iraq 
emphasised that , despite its strate¬ 
gic choice of a de fensi ve partner, it 
would a gain prefer American troops 
to remain out of sight. 

The virtual withdrawal of toe 
Soviet Union as an influential 
player in the Middle East should 
provide Washington with a unique 
opportunity to work for a more 
rtrtrahift political order, or just as 
easily the excuse to turn its atten¬ 
tion to other issues. 

US President George Bush and Mr 
James Baker, the secretary of state, 
have shown a desire to satisfy some 
of the Palestinians' political aspira¬ 
tions and are supported in this by 
&mdi Arabia. But if toe US bac k s 
away from the issue In the face of 
determined Israeli opposition, the 
r uler s of Sand! Arabia may be made 
ever more aware of tbe bard choices 
forced on them by the aggression of 
Saddam Hussein. 

Roger Matthews 




THE DOMESTIC consequences of 
toe Gulf war with Iraq and toe pres¬ 
ence of several hundred thousand 
non-Moslem troops in Saudi Arabia 
are still being played out nearly a 
year after the fighting ended. 

The military conflict served to 
put the ruling elite under pressures 
which they had not experienced 
before, while providing opportuni¬ 
ties for activists at tbe edges of 
Saudi society to press for more 
emphatic changes in the way the 
country is run. 

Saudi society and its closed fami¬ 
ly-oriented political structure is ill- 
equipped to respond quickly to 
demands for change. There is no 
public debate and very little official 
information. The role of the media 
and the ministry responsible for 
information appears designed to 
support that objective. The royal 
families and the technocrats who 
serve them in government much 
prefer to resolve issues privately 
and to act decisively only when 
majority opinion appears to demand 
it It is a measure of such a society 
that the two issues which have 
most gripped public attention dur¬ 
ing the past 18 months are both at 
the limits of western comprehen¬ 
sion, but at the heart of Saudi 
Arabia's social and political evolu¬ 
tion. 

First was the decision in Novem¬ 
ber. 1990, by 45 Saudi women, many 
of them graduates, to drive in 15 
vehicles through the centre of 
Riyadh in protest at the continuing 
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ban on women drivers. It was a 
public challenge to authority, an 
almost unheard-of event in the 
kingdom. The women were 
detained, interrogated, forced to 
pledge never to repeat the protest, 
and dismissed from their jobs. Some 
have since been allowed to return to 
work. 

Second, came the backlash from 
the other end of Saudi society, tbe 
religious right. Already disturbed 
by the sudden influx of so many 
non-Moslems - including no small 
number of American women sol¬ 
diers who not only drove vehicles 
but carried guns - tbe mutawwa. 
the civilian enforcers of strict 
adherence to Islamic behaviour, 
began to hit back. 

During the last three months of 
1991. they made toe most simple 
aspects of daily life outside the 
home increasingly irritating for 
both nationals and expatriates. The 
dominant topic of conversation at 
expatriate gatherings was. and 
probably still is, the latest reported 
excesses of the mutawwa in harass¬ 
ing women deemed to be incorrectly 
dressed, or men failing to observe 
prayer-time. 


Their activities reached such a 
peak, particularly in the capital, 
that many people stayed at home 
and shopkeepers reported a sharp 
decline in business during the tradi¬ 
tionally buoyant sales period lead¬ 
ing up to December 25. 

At this point, tbe authorities 
intervened. Precisely how, it is not 
clear, but the number of mutawwa 
on patrol dropped sharply. Diplo¬ 
mats interpreted the official 
response as part of a wider move to 
dampen the activities of a growing 
group of younger clergy whose 
ambitions appeared to go beyond 
traditional limits. 

Saudis have been aware for some 
time of toe emergence of younger 
ulema (preachers) who had been 
better educated than their predeces¬ 
sors and were far more aware of the 
religious implications of Saudi 
Arabia's international action. “They 
are not very sophisticated people, 
but. unlike the old men before 
them, they have made it their busi¬ 
ness to know about oil policy and 
they watch things like our relations 
with the US and how this ties in 
with the Palestinians and Israel,” 
said a local businessman. 


International human rights 
organisations have reported that 
two or three of the more politically 
challenging ulema have been 
detained and several have been 
warned or prevented from preach¬ 
ing on Fridays. The religious estab¬ 
lishment has also weighed In with a 
series of statements issued by 
Abdel-Aziz bin Baz, the country’s 
leading cleric, re affirming Islam's 
traditional role. 

The longer-term significance of 
the challenge by the militants is 
unclear. Some Saudis insist that it 
is part of a cyclical pattern and will 
quickly fade. Others are less confi¬ 
dent and predict that Saudi Arabia’s 
rulers will have to contend with 
Increasingly less pliant clerics who 
have already shown that they reject 
the line that was previously 
thought to have been drawn 
between religious and political 
activities. 

They also stress that the chal¬ 
lenge is not coming as bad been 
expected from the historically more 
militant Shia minority in the east¬ 
ern province, but from within the 
Sunni majority. 

The hatred expressed by Saudi 


Cause for concern: gun-toting American women soldiers 


Shias for Iraqi President Saddam 
Hussein, both as a result of the 
eight-year Iran-Iraq war and 
because of tbe way their Iraqi co-re- 
ligionists were subsequently 
crushed by Baghdad, is said to have 
made them among the most com¬ 
mitted government supporters dur¬ 
ing the past 18 months. 

King Fahd has simultaneously 
faced renewed demands from the 
country's liberals, often western-ed¬ 
ucated graduates, for a more open 
system of government that better 
reflects the changes that are taking 
place In the kingdom and in the 
outside world. 

Petitions from such groups in the 
past year appear to have spurred 
the King into announcing a firmer 


commitment to creating a Consulta¬ 
tive Council, something he has been 
promising since his accession to the 
throne a decade ago. Most Sandfo 
now believe that details will finally 
be announced before the end of Feb¬ 
ruary and consider that a further 
postponement would not be easily 
accepted. 

There is no indication yet as to 
toe likely size of membership, from 
what sections of society it will be 
drawn, or what the role of the coun¬ 
cil will be. However, it is assumed 
that an attempt will be made to 
balance the difTarant political and 
social forces at play and where 
grievances can be aired without 
making any commitment to initiate 
policy changes. 


Liberals would prefer to see It, 
however, as toe first step towards a 
property elected assembly which, 
while not directly rivalling the 
authority of the ruling family, 
might eventually take greater 
responsibility for toe daily adminis¬ 
tration of the nation. 

"No one in Saudi Arabia can 
ignore the fact that we are becom¬ 
ing mare, not less, like other coun¬ 
tries,’’ said an economist employed 
in the pri v at e sector. “We are never 
going to be so rich again. The bud¬ 
get is in persistent deficit. We are 
having to borrow internationally. 
Hard decisions will have to be made 
in the fixture, and, if the people are 
to support them, than they will 
require explanations." 

Saudi Arabia’s planned consulta¬ 
tive council is in line with trends 
elsewhere in the Gulf. Of the six 
members of toe Gulf Cooperation 
Council, Kuwait consistently led tbe 
way until it dissolved parliament in 
1986. It has promised free elections 
in the latter part of this year. 

KingFahd’s anno unc ement seems 
to have been well received by the 
extended ruling families, difficult 
though it is to make such assess¬ 
ments. Among toe ultimate arbiters 
of power In Saudi Arabia, there is 
no indication that they feel their 
grip on power may be weakening. 
As one elderly family member 
patiently ex plain ed the only real 
threat to the House of Sand would 
come from divisions within, not 
challenges from without 
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Sable's steel rolling mill: the government has encouraged domestic borrowing by state-run subsidiaries 

■ BANKING / 

An intriguing questioi 
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— The total office solution _ 
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THE kingdom’s banks 
surprised themselves in 1991- 
Despite the trauma of the Gulf 
crisis, which prompted an 
immediate run on deposits of 
between 10 to 14 per cent after 
Iraqi tanks rumbled into 
Kuwait, the country's 12 com¬ 
mercial iwniw have emerged 
into 1992 for the most part 
highly profitable and extraordi¬ 
narily liquid. 

With the 1991 reporting sea¬ 
son getting underway, most 
banks are expected to 
announce strong income 
growth in a market which 
quickly and adeptly manag ed 
the Gulf crisis traumas and has 
become increasingly buoyant 
since. It's been a bit of a sur¬ 
prise quite how well we've all 
come out of it," said one 
Riyadh banker. 

In fact, the initial scramble 
for dollars and travellers' 
cheques with which Saudis 
greeted the Iraqis' invasion of 
Kuwait abated soon after 
August 199a Once the air war 
started, Saudis were quickly 
convinced that the allies would 
win a swift and decisive vic¬ 
tory and bankers reported 
already seeing a return of 
funds. 

This, combined with han¬ 
dling of the crisis by the Saudi 
Arabian Monetary Authority 
(Sama), the central bank, 
which bankers are unanimous 
in applauding, left many bank¬ 
ers congratulating themselves 
on a financial system few of 
them had believed could prove 
so robust. 

The story since has been one 
of growth and superabundant 
liquidity. By October, 1991, the 
consolidated assets of Saudi 
banks, at SR302bn, were 12-5 
per cent up on December 1990, 
and banks were seeing not 
only the return of flown depos¬ 
its, but a further accretion. 

"An amazing amount of 
money has flowed back," says 
the chief executive of one bank 
which has seen a 25 per cent 
rise in deposits since March, 
199L 

The inflow of funds is well 
short of a wholesale repatria¬ 
tion of privately-held Saudi 
funds overseas, which some 
estimates put at SSObu. Never¬ 
theless, bankers say it is at 
once a reflection of declining 
returns in overseas financial 
markets and a desire by some 
Saudi investors to stash funds 
securely at home where they 
are exempt from exchange rate 
risks and tax complications. 

“A lot of Saudi investors got 
burned during the market 
movement in the Gulf crisis," 
says one banker. “They’re 
looking for a breather." 

The upshot has been to leave 
Saudi banks knee-deep in liq¬ 
uid funds - a staggering con¬ 
solidated total of SR200bn of 
cash, interbank money and 
short-term investments at 
home and overseas. Another 
reflection of this influx of 
money Is a recent rise in prop¬ 
erty prices and a stock market 
boom, which by the end of 1991 
had doubled the market index 


to 175.5. The government, 
which foresees a SR30bn deficit 
in this year's budget, has 
rushed to embrace the large 
domestic borrowing potential 
this liquidity has opened up. In 
addition to raising $4J5hn last 
year in an international syndi¬ 
cated loan, the government 
also drew S15bn from its home 
h anks - an offer most bankers 

say they were given little 
choice but to accept 
In November, the govern¬ 
ment also introduced fort¬ 
nightly offerings of Treasury 
bills to supplement their fort¬ 
nightly offering of develop¬ 
ment bonds. Banks have swal¬ 
lowed offerings of both whole 
and without blinking, and no 
bankers doubt the govern¬ 
ment's ability to finance this 
year's deficit In addition, the 
government has encouraged 
state-run subsidiaries, particu¬ 
larly Sabic, the giant industrial 
bolding company 70 per cent 


tion to provisions last year 
from SR6m to SRSm. 

Some banks are also looking 
to boost capital, partly to ban¬ 
ish any residual debt problems 
and partly to catapult them¬ 
selves into faster growth still- 
Riyad Bank, in the most spec¬ 
tacular recapitalisation, earlier 
this month issued 8m shares to 
raise its capital tenfold to 
SK2bn. United Saudi Commer¬ 
cial Bank also said this month 
it will double its capital to 
SR500m with an SR250m trans¬ 
fer from reserves. Saudi Cairo 
is also understood to be con¬ 
templating a SRSOOm rise in its 
capital to SR90Dm, while Bank 
Al-Jazfra, the kingdom's most 
troubled with losses in 1990 of 
SR33m. has also won Sama's 
approval to boost capital from 

SRIOOm to SR400m- 

The biggest question-mark 
hangs over the privately 
owned National Commercial 
Rank, Saudi Arabia's best-con- 
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owned by the state, to finance 
their ambitious expansion 
plans through domestic bor¬ 
rowing. 

Ora Zahr, a Sabic petrochem¬ 
icals affiliate, is presently rais¬ 
ing $ 600 m from the home mar¬ 
ket to finance its MTBE 
expans i on scheme. Hadeed, the 
Sabic steel group, raised $500m 
last year, and al-Sharq, the eth¬ 
ylene producer, $ 600 m, to list 
only some projects. 

These lending opportunities 
have also been warmly wel¬ 
comed by Saudi banks which, 
since the bad loans crisis pre¬ 
cipitated by the oil-price slump 
In the mid-1980s, have been 
increasingly chary of lending 
to the domestic private sector 
in a market where good lend¬ 
ing opportunities are anyway 
limited. Banks typically hold 
only 30 per cent of their assets 
as loans and advances. 

For most banks, the tedious, 
complex and time-consuming 
process of recovering the bad 
debts of the 1986 slump - a 
procedure conducted essen¬ 
tially by face-to-face negotia¬ 
tions with each debtor - is 
behind them. 

The effects of the debt crisis 
are not yet entirely over, how¬ 
ever. Some provisioning con¬ 
tinues: Saudi Cairo', for 
instance, last year transferred 
all of its SR36m profit into pro¬ 
visions and Saudi British Rank 
raised its quarterly contribu- 


nected and biggest bank, with 
assets in 1988 of SR84bn. The 
bank's accounts were qualified 
in 1987, 1988 and 1989 under 
articles of the hanking control 
law hanning lending to a client 
in excess of a quarter of 
reserves and prohibiting some 
types of credit without secu¬ 
rity. 

The bank has still, unac¬ 
countably, not produced fig¬ 
ures for 1990, amid uncon¬ 
firmed rumours of internal 
wranglings over management 
control The bank, which has a 
branch in London, is known to 
be concerning the Rank of 
Bng H and which is understood 
personally to have communi¬ 
cated Its concern to NCB’s 
owners. 

Elsewhere, however, the 
greatest problem faring most 
banks has been what to do 
with their surplus money. For 
many, the answer has been to 
invest liquid funds in a mixed 
Investment portfolio, much of 
it held overseas. Again exclu¬ 
ding NCB's figures, the result 
has been to give banks an aver¬ 
age 18 per cent return on 
equity in the 10 months to 
October, 199L 

Prospects for domestic busi¬ 
ness lending, given Saudi 
Arabia's small population of 
about 14m people, of which 
only about naif are Saudis, are 
severely limited. “Even if we 
threw credit control to the 


winds, we still wouldn't beabto 
to gs rid of all aur fuads.'? 
says Mr Andrew Dixon, the 
managing director of Saudi 
British ftwit 

Consumer landing is also 
fraught with uncertainty te a 
land where the Influence of 
conservative Islam makes the 
natter of interest ratea deepW 
sensitive and where, wtth- 
islamic Sharia law the side for¬ 
mally acceptable code ofcon- 
duct, no commercial taw con¬ 
taining legally enforceable 
concepts of security over loans 
either exists or appears Hkfily - 
to he promulgated. 

Banks are creeping gingerly. 
into what they describe as this 
“virgin territory," however, by 
examining ways of offering 
consumer loans by guarantee-, 
mg payment directly from a 
borrower's salary - a method - 
widely used elsewhere in the; 
Gun 

The banks' success in 
exploiting this untapped retail 
lending market will he an 
important indicator of how liar 
hanks can advance with west¬ 
ern-style products under the 
eye of the country’s influential 
religious leaders. The big ■ 
question over the whole bank¬ 
ing market Is the extent to 
which these people are allowed 
to influence the system,” says 
mie close analyst of the Saudi 
market 

So far, the government has 
been able to borrow both over¬ 
seas and domestically at 
straightforwardly western 
rates of interest ami introduce 
Treasury bills without any reli¬ 
gious groups crying foul that 
this is unacceptably un-Is- 
lamic. Louder voices of opposi¬ 
tion were recently raised, how¬ 
ever, over the Riyad Bank 
share issue, which some influ¬ 
ential religious leaders have 
condemned. 

However, Saudi bankas are 
well used to working within 
the kingdom’s religious con¬ 
fines. Islamic banks, such as 
the highly profitable ai-Raiht. 
Bank, which pay no interest an 
their large deposits and earn 
money through various 
a ccept ed Conns of M a mie trade 
finance, do particularly well 
within these confines. 'Nbn-Is- 
lamlc banka have also man¬ 
aged well enough so far by qui¬ 
etly referring bad debt cases, 
where debtors have claimed 
Islamic principles as rea¬ 
son not to repay, to a-Special 
and increasingly' effective 
Sama committee. 

The extent to which . Saudi 
banks can grow beyond these 
religious confines, however, 
win be the intriguing question 
ctf the decade. But many busi¬ 
nessmen believe that Sau¬ 
dis. who were once highly sus¬ 
picious of any form of banking, 
are over any such worries. 

“If you took the banks from 
people, they’d scream, " says 
Sheikh Suleiman Olayan, a 
leading Saudi businessman. 
They need banks like they 
need electric i t y or water." 

Mark Nicholson 
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STOCK MARKET 


Soaring prices set the pace 


THEBE is no better measure of 
Saudi-^izaMa’s business buoy¬ 
ancy than its stock market. 
Prices hare soared in the past 
year, doubling the market 
index to 175x5 points by the end 
of 199L 

Moreover, new share issues 
are generating the kind ot 
excitanent among Saudi inves¬ 
tors which is the stuff of misty- 
eyed 'nostalgia in Lon¬ 
don-* along with the market 
practices which are bringing 

Sav<> la was forced 
-urgently to launch a 
scheme to return the 
surplus cash 

teats to the eyes of the Saudi 
Arabian Monetary Authority 
(Sama), the market's regulator. 

In-October, for example. 
Sands, the successful vegeta¬ 
ble oQ company, saw an offer 
af.Ubn shares to raise capital 
firam.SR120m to SRSOQm sub¬ 
scribed 14 times with 1.6m 
applicants applying for a total 
of 15m shares. 

- After having enthusiastically 
advertised the offer, Savola 


found Itself sitting on a rather 
handy SR4.8bn of pre-payment 
and was forced urgently to 
launch a scheme to return the 
surplus cash to applicants 
until a Tneann of share alloca¬ 
tion was decided upon. Some 
unkind critics suggested at the 
time that the urgency of the 
scheme was not entirely Savo¬ 
la's idea. 

The latest new issue, and the 
biggest in Saudi Arabia's his¬ 
tory, is an 8m share offering by 
Riyad Bank to increase its cap¬ 
ital tenfold to SR2bn. The offer 
doses at the end of this month, 
by which time the hank is con¬ 
fident that it will have been 
subscribed three or four times 
over. 

This should be no surprise, 
given that the shares issue 
price is SR475 against a going 
rate for the rest of Riyad Rank 
shares of more than SR5.000 at 
the time of Issue. 

Moreover, although Sama 
has sought to damp down on 
sharp trading practices by lim¬ 
iting the sale of shares to buy¬ 
ers over the age of 15. bankers 
in the kingdom nevertheless 
report some fedrly Impressive 
“stagging". . 


One banker rfaimq that a 
single investor walked into a 
hank branch in the ftapHal to 
apply for Riyad shares carry¬ 
ing a sheaf of no less than 
10,000 photocopied identity 
cards to support 10,000 applica¬ 
tions. Another investor is said 
to have turned up with 4,000 
photocopied Identity cards. 

In so far as a donor consents 
to giving his name to a keen 
investor, there is Utile Sama 
can do about this practice. 

Fifty listed companies 
have a total market 
capitalisation 
of some SR50bn 

Among the sophisticates of 
Riyadh, the going rate for the 
sale of a nam e is apparently 
SR250. However, more crafty 
investors with a four-wheel 
drive vehicle are said to make 
trips deep into the desert 
where a dutch of bedouins can 
be persuaded to hand over 
their name, for investment 
purposes, for the price of some 
coffee and dates. 

With-the soaraway stockmar- 
ket such an attr a ctiv e magnet 
for funds which Saudis seem 
increasingly been to bring 
back into the kingdom, Sama 
is keeping a dose eye on the 
market - for which all trading 
takes place on-screen and 
exclusively in bank branches. 

The market's 50 listed com¬ 
panies have a total market cap¬ 
italisation of some SR50bn, 
although the bank's invest¬ 
ment departments which han¬ 
dle the trading claim that only 
10 per cent or so of outstanding 
shares are actually traded. 
“Saudis with big holdings in 
companies tend to like to hold 
on to them,” says one bank 
trader. 

The market is closed to 
direct foreign investment Bro¬ 
kers outside the banking sys¬ 
tem are also prohibited. Never¬ 
theless, bankers say they are 
growing used to a small num¬ 
ber of individual investors who 


seem to have been particularly 
active and liquid market play¬ 
ers over the past year. 

For the first two weeks in 
January, the market saw an 
average of 600-700 trading daily 
with a daily turnover of about 
100,000 shares. And prices con¬ 
tinue to boom. 

According to Riyad Bank fig¬ 
ures, fin: the first week in Jan¬ 
uary, for example, the worst 
performing of the 11 listed 
bank shares, one of the stron¬ 
gest sectors, was Arab 
National Rank, up a paltry 77 
per cent on a year earlier. 

Riyad Bank itself led the 
way with a 180 per cent rise on 
the year in a sector which 
averaged share price rises of 
124 per cent. 

Utilities, with dismal single- 
figure price rises over the year, 
presently lag the market which 
is now led by National Ship¬ 
ping Company, shares in 
which rose 405 per cent over 
1991. 

But given the huge surplus 
of cash available to Saudi 
investors to spend on domestic 
stocks - aside from bank 
deposits they hold an esti¬ 
mated SR40bn in cash outside 
the hanking market — bankers 
and regulators are watching 
the markets climb very closely 
indeed. 

Saudis do not have to look 
further than Kuwait to see 
what happens when a surging 
stock market whets the appe¬ 
tite of enthusiastic Gulf inves¬ 
tors - never ones to turn down 
the chance of a big, quick 
return. The informal Kuwaiti 
Souq al Manakh stock market 
soared gaily skywards during 
the early 1980s only to plum¬ 
met during the oil price slump, 
leaving total paper debts of no 
less than ©4b n. 

The Kuwait government is 
even today mulling over plans 
finally to write off the remain¬ 
der of that debt - a move 
which wifi cost the emirate's 
stretched exchequer a tidy 
$7bn. 

Mark Nicholson 
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Juball Industrial city; part of the government's effort to encourage expansion 

Mark Nicholson on. the private sector 

Steady growth 


THE Saudi private sector will 
always be something' of a tic 
bird living an the broad buffalo 
back of the country's state-run 
oil industry. 

It is a bird the government 
has eagerly fed to fatten over 
the past 15 years with heavy 
investment in infrastructure, 
cheap loans, industrial cities, 
and other incentives. But, as 
one Riyadh banker remarks: 
“If you add up all the private 
sector initiatives in the context 
of the $45bn Saudi Arabia 
earned with oil last year, it's 
never going to amount to very 
much.” 

To be strictly accurate, the 
non-oil sector of the Saudi 
economy makes up 80 per cent 
of GDP. However, once the 
government and the service 
sector - much of which itself 
depends directly on the govern¬ 
ment - are stripped out along 
with the hugely subsidised 
agricultural sector, the resid¬ 
ual private sector makes up 
just over 20 per cent of 
national income. 

And it is this area of the 
economy - essentially pri¬ 
vately run industry - which 
the government is most inter¬ 
ested in nurturing. The last 
three five-year plans have all 
set as a priority the expansion 
of the kingdom's private manu¬ 
facturing and industrial base, 
both as a diversification Grom 
oil earnings alone and as an 
employer for the large cohort 
of young Saudis now joining 
the work force. 

To this end, the government 
has created the now-self-financ¬ 
ing Saudi Industrial Develop¬ 
ment Fund to offer interest- 
free lending to industry, and 
has built from scratch the two 
industrial cities of Yanbu and 
JubaiL It has also fostered the 
recent growth of private joint 
stock industrial investment 
companies. 

Behind these initiatives lies 
the government's desire, hav¬ 
ing done the ground work by 
paying for the kingdom's well- 
developed but highly expensive 
infrastructure, to devolve to 
the private sector the means 
and responsibility for its own 
independent organic growth. 

The result so Ear has been 
one of steady growth. The 
kingdom now Has more than 
2,000 working factories and is 
seeing up to 50 new units open 
annually. But under the latest 
five-year plan, which began in 
1990, the government wants to 
see this rise to up to 80 new 
factories a year. 

If this target can be achieved 
by sheer enthusiasm alone, it 
should be easily attained, 
given the gung-ho post-war 
mood among Riyadh's bankers 
and businessmen. “The profits 


are good, performance is good 
- people are just bullish," says 
Sheikh Suleiman Olayan, 
chairman of the large Olayan 
industrial group. 

There is no question that 
Saudi Arabia's private sector 
bad a good war. The influx of 
more than 800,000 people dur¬ 
ing the crisis did wonders for 
consumer goods, car and prop¬ 
erty markets last year, particu¬ 
larly in the Eastern Province. 
Supplying Kuwait's immediate 
reconstruction needs also pro¬ 
vided a fillip for Saudi con¬ 
struction companies, which 
have seen lean times since the 
booming early 1980s. 

Moreover, seldom has the 
private sector been more liq¬ 
uid. Banks alone have some 
SR200m in liquid assets on 
their books and money has 
flowed back into the kingdom 
since the war. “It's a lot to do 
with sentiment and the feeling 
that Saudi Arabia came out of 
the crisis a more confident and 
safe place,” says one diplomat 

However, Saadi Arabia is 
one of six countries in the lim¬ 
ited Gulf market all pursuing 
Identical policies to encourage 
manufacturing, all of them 
heavily public sector-backed. 
In each, after nearly 20 years of 
exploring all avenues of viable 
import substitution, the scope 
for farther growth is becoming 
tighter. 

Moreover Saudi investors 
generally prefer their money to 


make East returns and stay liq¬ 
uid. The risk and longer-term 
returns of direct industrial 
investment have not tradition¬ 
ally made it the first port of 
call for most Saudi investors. 

In addition, banks which are 
still seeing off the painful 
effects of some dubious direct 
investment in the mid-1980s 
are deeply cautious about mak¬ 
ing fresh domestic business 
lending. Furthermore, given 
Saudi Arabia's small popula- 


Some believe the 
country can offer an 
expert springboard for 
the whole Middle East 


tion, many bankers reckon 
that profitable opportunities 
are in any case thin on the 
ground. “With little more than 
7m Saudis, you can only manu¬ 
facture so much toothpaste,” 
says one banker. 

To bridge the gap between 
reluctant Saudi investors and 
such opportunities as exist, the 
government has placed particu¬ 
lar emphasis on the growth of 
joint stock companies designed 
specifically to seek and nur¬ 
ture promising enterprises. 

The first such company, 
National Industrialisation 
Company, was set up in 1984 
and has since invested in 45 
companies across a spectrum 
from aircraft repair companies. 


glass manufacturers, canning 
companies and foundries to 
petrochemical groups. Much 
like a venture-capital company, 
NIC, which declared a 1990 
profit of 84.8m and expects 88m 
for 1991. in most cases takes a 
minority share in a company 
and appoints a representative 
to the board. 

According to Mr Khalld al- 
Thukair, NIC's general man¬ 
ager, the company is taking a 
lead the b anks should follow. 
“You can't blame them for 
their caution after the mid- 
1980s, but now we need more 
courageous steps from them,” 
he says. 

Mr al-Thukair is among a 
growing group of Saudi busi¬ 
nessmen who believe the coun¬ 
try can offer not just a broader 
industrial base but even an 
expert springboard for the 
whole Middle East 

The kingdom's advantages, 
he argues, are an unmatched 
infrastructure, cheap transport 
and energy, the availability of 
interest-free loans from the 
SIDF for up to 50 per cent of 
the project and cheap expatri¬ 
ate labour from Asia. 

However, these are exactly 
the same advantages claimed 
by the kingdom's neighbours. 
It is also fair to say that such 
advantages can be temptingly 
sustained only through strong 
public sector support, which 
comes down finally to sus¬ 
tained strong oil revenues. 


Nevertheless, as an example 
of how these factors can com¬ 
bine to make even the unlikeli- 
est-sounding product a runner 
in Saudi Arabia, Mr al-Thukair 
cites the example of a NIC- 
sponsored scheme to set up a 
newsprint factory in the king¬ 
dom. The SRlbn project, dne 
for completion in 1994, will 
import wood chips bought on 
the world market to supply the 
paper pulp and, be argues, the 
plant will supply not only all 
Saudi Arabia's needs but also 
export throughout the Middle 
East 

NIC-'s lead In developing 
manufacturing industry has 
since been followed by subse¬ 
quent joint-stock companies, 
notably the Saudi Industrial 
Export Company, set up in 
1989, and the Arabian Indus¬ 
trial Company, a year later. 

Allied to these groups are 
offset contractors, such as Brit¬ 
ish Aerospace, the lead con¬ 
tractor for the al-Yamamah 
arms deal, and Hughes Corpo¬ 
ration, which heads up the US 
Peace Shield arms programme, 
both of which are scouring to 
kingdom for viable industrial 
joint ventures to fulfil their 
reinvestment obligations under 
their respective arms deals. 
Since the BAe-led programme 
got under way in 1988. 14 pro¬ 
jects have been proposed and 
11 have won official approval 
to proceed with full feasibility 
studies and business plans. 

These projects range from 
proposals to manufacture 
drugs, vegetable oils, military 
trucks, acrylic products, to the 
establishment of an aluminium 
smelter using locally available 
bauxite and caustic soda. 

No project Is yet under way. 
This Is partly because the off¬ 
set programme has not yet 
been able to establish a “fast 
track" through the Saudi 
bureaucracy, which even well- 
connected Saudi businessmen 
often find to be foot-dragging. 
But it is also partly, according 
to some executives in the offset 
programme, difficult to find 
manufacturing opportunities to 
the scale of the expected 
investment 

The British offset deal for 
instance, is aimed to see $lbn 
invested in joint projects 
within 10 years, a sum which 
will be matched by Saudi 
investors. But the total capital¬ 
isation of the 140 British-Saudi 
joint ventures set up over the 
past 25 years is only £328m. 

“Yon often wonder if the 
Saudis are not trying to 
develop their manufacturing 
too East,” says an executive in 
the programme. “And you also 
wonder whether there really 
are that many opportunities 
out there in the first place." 



■ AGRICULTURE 


Subsidised security 

I 

THE continued appearance of indirect costs of Saudi wheat put by requiring wheat farmers ; 
thousands of perfectly formed production. The direct subsi- to apply for certificates to pro-. . 
wheat circles in the deserts of ... dies are only a part of govern- duce the amp - and oy adjust- : 
Saudi Arabia has economists ment support packages for iug the subsidy to promote cm-; 
baffled. forming which also include tirotion of barley, of which tee ; 

Unlike the corn circles such inducements as 80 per kingdom produces 4iw,uw. 
which appear magically in cart interest-free loans for agri- tonnes a year to feed camei 
sou than English fields, there cultural enterprises. and sheep, but of wWcn rt still 

is no mystery to these circles’ More crucial, however, is the imports 3m-5m tonnes a year. ^ _ 
proliferation. The swathe of cost to the nation’s limited As last years record wneat. 
wheat circles in the Hail and water supplies. Agriculture harvest indicates, the poucy 
Qassim regions of Saudi accounts for at least 90 per has so for had limited enea. 
Arabia, the kingdom’s wheat cent of the kingdom’s annnal Nevertheless, Saudi AraDia is. 
belt north-west of . Riyadh, water consumption - more witnessing elsewhere a grow- 
derive directly from the gov- than 14bncubic metres. This, ing and increasingly diversi- 
eminent's policy of heavily since desalinated water is both fled forming economy. Agncul- 
subsidlslng agriculture to too limited in supply and too ture Is expected by tne 
assure a prudent level of food saline even after purification government to grow by 7per- 
self-sufficiency. for agricultural use, is running a year to 19% by when it 

What raises the economists’ down reserves of fossil water is expected to account for 9 per 

eyebrows is the level of sup- which, according to the best cent of GDP. ■ 

port the government Is willing available mh UiiihIws , have a life- According to figures released- 
to commit to this policy. . span of 15415 years at present last year by the agric ulture 
King Fahd. the £an«ii ruler, rides of depletion. ministry, domestic agricultural, 

this month authorised pay- “The present wheat policy is production rose 40 per cent 
ment to the country’s wheat little short of a heavily subsi- between 1984 and 1988, with 
farmers of no less than $ 2 . 1 bn dised way of exporting water,” the value and volume of food 
for their record. 1991 wheat is one diplomat’s gloss on the imports foiling 31 per cent and 
crop of four million tonnes. On subsidised.programme. 41 per cent respectively over 

average, agriculture experts The government, which the same period. In the five 
reckon, this amounted to pay- treats information about water years to 1990, agnculture- 
ment of upwards 8480 a tonne security with the secrecy it increased its share of GDP 
for Saudi wheat, compared accords Information on from 3 A per emit to eight per’ 
with world prices of just over national security, disputes cent, with employment in the 
8100 a tonne. there is any dangerous threat sector rising to 569,000. 

Since the government to water reserves, maintaining So for, the kingdom is truly 

embarked on, its subsidised that more aquifers will be dis- self-sufficient only in wheat, 
path to food security in the . covered, in time. Moreover; it eggs and dates of which it is 
mid-1970s, farmers in their stands solidly behind a policy the world's biggest producer , 
thousands have turned to a _ which, whatever its economic with output of 542JJ00 tonnes 
low technology irrigation sys- * cost, is also seen to reap vital last year, 
tern using a central pivot and political profit. Heavy - and again heavily- 

rotating watering pipe, plo- The agriculture programme's subsidised - investment in 
neered in California in the impetus came from threats dairy farming has brought the. ' 
1940s, and greened the desert issued by some US politicians kingdom on the verge of 
with crop circles - some cover- during the 1973 Arab oil self-sufficiency here too. And, : 
ing more than 100 hectares embargo that western coon- here too, the farming is on a 
each. - tries should retaliate with a gigantic Saudi scale. As an 

The highly subsidised - food embargo of their own. The Illustration, the A1 Safi dairy 
scheme has led to successive kingdom swiftly turned its pro- farm 70km south of Riyadh . 
bumper harvests and a. large digious oil wealth to try to proclaims itself the world’s 
grain surplus. Saudi Arabia's .counter any such threat largest, with a herd of 20,000 
152,000 farms were already through the subsidy .pro- Holstein cattle and a parlour .i 
producing enough wheat by gramme. Domestically, more- which milks L25 million litres 
1984 to meet domestic demand over, the subsidies also provide - a day. 

of about lm tonnes. The gov- «ffln«n«» and jobs in the north- Bat here again the cost of • 

eminent’s largesse since has western interior which had producing milk from a desert 
led to a series of surplus har- woo few direct economic spin- dairy can be measured in an 
vests: enough to fill available offs from the country’s oil expensive use of water. Some 
Saudi storage capac i ty of L4m boom and which is a strongly ag ric ulture experts in the king- 
tonnes and turn the kingdom - conservative Tulamm ham-fland. dom estimate that to produce 
into the world's sixth largest Such considerations make one litre of milk - taking into 
exporter. the kingdom unlikely to aban- account water used to irrigate 

Saudi Arabia has exported a don agricultural support; Since the feed, phis that sprayed on •• 
total of 9m tonnes of wheat Saudi Arabia is not a member the anfmafa to keep them cool, L 
since 1986 to 40 countries, of the General Agreement on that which Is used to dean the 
while the subsidies have Tariffs and Trade, there will dairy equipment and the gal- 
helped cut food imports by half also be no «*tnrnal obligation Ions used to water the cows 
from 87 per cent of total needs for it to cut support. themselves - requires no less ~ 

in 1980. Nevertheless, the govern- than jjjQO litres of water. 

But economists are prone to ment has sought to restore • - 

raise eyebrows at the full and some fritter to agricultural out- Mark Nicholson 





AL-KH0DARI GROUP OF COMPANIES 

* 

General Contractor * 

•Ar General Contractor 

Al-Khodari Group of Companies has the distinction of being 
among the top 100 companies in Saudi Arabia. It has earned 
this recognition over 35 years of dedicated involvement in 1st 
class, multi-million projects in construction, mechanical and 
piping installation, electrical projects, steel fabrication, roads 
construction and maintenance, city cleaning and landscape 
maintenance. A record of over 1US$ billion worth of projects 
completed for the Ministry of Communication. Saudi Aramco. 
Airforce, government and private sectors, with a work force of 
over 8000. 

* Construction Projects 

As a contractor for roads and highways, Al Khodari owns and 
operates four (4) asphalt plants in the Eastern Province with a 
capacity of 350 tons per day. It also has full capability in 
butiding construction, bridges, ports and special civil structures 
with top-of-the-line construction equipment and highly skilled 
craftsmen. 

* Electrical, 

Mechanical & Piping 
Installation 

Al-Khodari’s experience and technical know-how in construction 
Include installation of electrical equipment controls and devices, 
high voltage and low voltage cabling systems. It is engaged In 
mechanical equipment installations, water systems, sewerage, 
drainage, gas and petroleum pipework. 

* Steel Fabrication 

Al-Khodari owns and operates an 80.000 sq.m, steel factory 
complex with modem fabrication equipment and highly trained 
technicians. It produces truck bodies, tanks, 
compactor/collectors, bulk containers, bins and other steel 
products to meet customers' requirements. 

* Maintenance Contracts 

Al-Khodari is engaged in city cleaning, maintenance of parks, 
grass, shrubs and trees, maintenance of roads and highways 
and also airport operations and maintenance. 

ic Transportation 

Al-Khodarl's business diversification include involvement in 
transportation. During the U.N. operation in the GuJf In the later 
part of 1990. the company's transportation fleet was the 
backbone of the fastest massive deployment of materials and 
equipment in history. There are thousands of various buses, 
trailers and other equipment used in transport contracts in the 
Kingdom. 

We are aiming now for further expansion all over the Kingdom, the 
Middle East and also the international market in co-operation with 
foreign international companies. 

For./urther particulars, please contact us. 

Address: P.O. Box 3589. Al Khobar 31952. EL.SJL. 

Tel: (03) 895-2348, (03) 895 0284, (03) 895-2840. Fax: 898-6856. Telex: 870377 KHODAR1 


Modem Electronics Est. 
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■oia taatfteaoref Sony conumar products. 

Sony ptotaMfanta protasis and Hawtafl 

Packard product* ki flta Kingdom of Saud 

AHfcta. NowaauboidtavQinwM fotaata 

Group, Modsm Bitow U u EH aws 
founded in 1070wiffi offices (ndm*4a«*n 

JaddWi. It tad Just fee employees and a 

■ oanoverotUSJSMJMO. Tqday MEE* total 

staff sMngttihm gram to owiordOO 
■ fflp b y ee e w B i offices a nd s howroom s all 
oust ffw ranodoro and a kanowarof 

US3250 rataon. 


Sony Products 

MEE ba* two Arisons lor handing Sony 
products; 

1- Sony Consumer DruummichiiiariHita 
Mdo-vtsusl hisna ensottalnmanl 

products ; and 

.2- Sony Projects Dtvfcnon wtritfi hancSea 
Sony tsoatamt and taadtuNonal products 

Modem Bataronfca EstabWmsm has bud 
a NgHy protoam nanwric at oTOcas, 


Symbolising 

Confidence, Diversification 
and Strength 


Audio-Visual Home Entertainment, i 
Trade. Turnkey Electronic I 


A! Fdaalla Group Is at 

together soma of the doenratte and i 
top brand names, In their choean flafcfof endeavour 
under one corporate umbreBa. 

Moat of these companies era waft Known 
In the Kingdom In their own right. 


asms Wng d oom ti ta. 

Hewlett Packard Products 
Modam Bectrortca EsMbMmam tounded 

■ Stamm dMdon in 1073 to dMrtbuta and 

satvtao HowtatrPactaid products. TThm* 

taducta camputats, modes! aquipmant. 

am^ittcar and mmauramant equipment. 

Uw tajpadorgudtir or ttawtatt Packard 

products ia matched by an excadtnntass 

taid sento* network. ConfeoM trom oTOoao 

In fflyatai Jeddah and Ai-Khabar. 


Modem Peirodiemicals Est. 

EttiyTs petroleum additives and 
industrial chemicals 

Fowrojd ta 1083. MPE ta ffro dtastoutar lor 

Ediyl Corporation, an Amertean chemfcel 

Star*. These products sro tndm wide 
acceptance ta the patataum and 
pMedwiM Muortaa tarouBhout ttw 

KlnQdonLWPE stands at a promising 

pceodieanlcai sn% dsdkwd to lie 

peeochemienJ haute of me Ktagdoni by 

baingan otatat tough wtsefi town-ton 

and high wen can bo brought han*. 

Al Safi Dairy Est. 

founded ta 1078L Al Sail Is pie woritfs 

Mugsai irasvtaM dtay eoROtaw, toctaed 

100 tans souno* Rye*. tomeAHtoT 

•Wfmsti rota dairy 

ssa rassa* 

sskkkss::? 

gO^ arta aa gro^ng.^asa has naans 

a>w ? u . mr y “"O “ms. and 
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or some 40 enMometres-AiSaff provides 

amunei* wth fresh dairy aodumaST 
****** **- LMhan - Vogtaurt. LataMv ' 
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Al Faisaha Agricultural Est. 
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■q-njroar^M* green house taannoducm 
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Ai Faisalia Group 
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